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EMERGENCY EXTENSION OF FEDERAL UNEMPLOY- 
MENT COMPENSATION BENEFITS 


FRIDAY, MARCH 28, 1958 


House oF REPRESENTATIVES, 
ComMIrree ON Ways AND Means, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to call, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills (chairman) 
presiding. 

The CHarrmMan. The committee will please be in order. 

This morning we begin 3 days of public hearings on the subject of 
an emergency extension of unemployment compensation benefits, 
along with methods of financing such an emergency extension, and to 
receive recommendations of the most appropriate method of provid- 
ing emergency assistance to unemployed persons who have not been 
and are not within the purview of the unemployment compensation 
programs of the several States. 

Without objection, there will be included in the record of the hear- 
ings immediately following this statement a copy of the press release 
which I issued on March 18, 1958. 

As was indicated in that press release, these hearings will not only 
cover the bills on this subject which were introduced by the Honorable 
John W. McCormack and myself, but also the proposal of the ad- 
ministration which has now been introduced by our distinguished col- 
league on the committee, the ranking minority member, the Honor- 
able Daniel A. Reed. Mr. Reed’s bill is H. R. 11679. There are also 
bills by other members which fall within the purview of the subject 
of these hearings. 

I note that title II of the administration’s proposal applies to work- 
ers who have exhausted their regular benefit rights under the Railroad 
Unemployment Insurance Act, and that the benefits which would be 
payable under such title would be handled by the Railroad Retirement 
Board. While the committee will receive comments on this subject 
from interested witnesses, inasmuch as I previously indicated in the 
»ress release that the provisions of the administration’s bill would be 
included within the subject of these hearings, I should point out that 
the jurisdiction of the Committee on Ways and Means does not extend 
to benefits provided under the Railroad Unemployment Insurance Act. 
The Interstate and Foreign Commerce Committee of the House of 
Representatives has basic jurisdiction over that particular subject. 

There is a possibility that the Committee on Ways and Means when 
it goes into executive session on the subject of these hearings will be 
of the opinion that all testimony relating to benefits under the Rail- 
road Unemployment Insurance Act should be referred to the House 
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Committee on Interstate and Foreign Commerce for consideration. 
That is a matter that we need not pass on at the moment. 

In my press release I indicated that the time allocated to each wit- 
ness during the course of these hearings would depend upon the time 
available to the committee for the hearings and the number of requests 
received. I must point out that the committee received a very heavy 
volume of requests to appear and testify. Fortunately, a number of 
the witnesses with similar interests were agreeable to consolidating 
their testimony and I wish to express appreciaiiwn to them for the 
cooperation they have shown in this regard. 

The record of the hearings, of course, may include statements of 
those who do not appear in person but who desire to have written 
statements included in the record of the hearings. 

Without objection, there will be inserted in the record of the hearings 
at this point copies of the bills which Mr. McCormack, Mr. Reed, and 
I have introduced. 

(The material referred to follows :) 


[Press release, Tuesday, March 18, 1958] 


Hon. Wirzsur D. Mirzts (Democrat, ARKANSAS), CHAIRMAN, COMMITTEE ON WaYs 
AND MEANS, HoUsE OF REPRESENTATIVES, ANNOUNCES HeEartnas To BE Con- 
DUCTED ON LEGISLATION TO PROVIDE FOR AN EMERGENCY EXTENSION OF FEDERAL 
UNEMPLOYMENT COMPENSATION BENEFITS 


Chairman Wilbur D. Mills (Democrat, Arkansas), Committee on Ways and 
Means, House of Representatives, today announced that the committee had agreed 
to hold hearings on Friday, March 28, Monday, March 31, and Tuesday, April 1, 
1958, on the subject of an emergency extension of unemployment compensation 
benefits so as to continue unemployment compensation for those individuals who 
are unemployed and who have already exhausted their benefits under the various 
State laws. 

Chairman Mills also stated that the subject of the hearings encompassed any 
recommendations or suggestions which witnesses might advance relative to the 
most feasible emergency measures which might be suitable for affording assist- 
ance to individuals who are unemployed and who cannot qualify for the additional 
unemployment compensation benefits because they have not been covered by the 
unemployment compensation programs of the various States. Testimony will 
also be received on means of financing these programs from any witnesses who 
may want to testify on this point. 

There are presently pending before the Committee on Ways and Means two 
bills on the subject of emergency extension of unemployment compensation bene- 
fits—H. R. 11326, introduced by Chairman Mills, and H. R. 11327, introduced by 
House Majority Leader John W. McCormack. It has been reported that the ad- 
ministration in the very near future will present a proposal on this same subject. 
If this is done, it will also be included in the hearings. 

Chairman Mills further stated that, due to the extremely heavy schedule of the 
Committee on Ways and Means, only 3 days would be available for the purpose 
of these hearings. 

This makes it essential that witnesses with a similar interest designate a 
spokesman to speak for the entire group or groups so as to conserve the time 
of the committee and at the same time avoid repetitious testimony. Compliance 
with this request will enable the committee to make a more adequate time allo- 
eation available to such witnesses. In those cases where there are differences 
within the industry, or group, the committee will undertake to schedule spokes- 
men representing the different points of view. Other persons within an industry, 
or group, who desire to do so will be permitted to file written statements for the 
consideration of the committee and for inclusion in the printed record of the 
hearings. The amount of time allocated to witnesses will be determined by the 
total number scheduled to appear and the total amount of time available to the 
committee for these hearings. It is obvious that only a limited number of wit- 
nesses can be heard in this 2-day period. If the interested persons do not desig- 
nate a spokesman for an entire group with similar interests, it will be necessary 
for the committee to do so. 
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Persons desiring to appear and testify before the commitee should submit their 
requests to the clerk, Committee on Ways and Means, room 1102, New House 
Office Building, Washington 25, D. C., no later than Monday, March 24, 1958. 
The requests should specify whether the witness in general opposes or supports 
these proposals. The clerk of the committee will notify the witneses who are 
scheduled to appear as soon as possible after the termination date for receipt of 
requests to be heard—March 24. 

All persons who desire to do so may submit a written statement in lieu of a 
personal appearance. Such statements will be considered by the committee and 
will also be printed in the record of the hearing. It is requested that persons 
who submit such statements in lieu of an appearance make the statements avail- 
able not later than April 1, 1958. A minimum of three copies of such statements 
for inclusion in the printed record of the hearings should be submitted. 

Witnesses who are scheduled to appear in person before the committee should, 
where possible, submit a minimum of 50 copies of their statement for the use of 
the committee members and staff. If a witness also desires that his statement 
be made available to the press and the interested public, it is suggested that at 
least 60 additional copies be submitted to the clerk for this purpose. The 50 
copies of the written statements of those persons who are scheduled to appear 
and testify should be submitted to the clerk at least 24 hours in advance of their 
scheduled appearance. The additional copies for the press and the interested 
public should be submitted to the staff office, room 1102, New House Office Build- 
ing, on the witness’ date of appearance. 





[H. R. 11326, 85th Cong., 2d sess.] 


A BILL To authorize temporary unemployment benefits for individuals who exhaust their 
benefit rights under existing State law 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Secretary of Labor (here- 
inafter in this Act referred to as the “Secretary’’) is authorized on behalf of the 
United States to enter into agreements with any State, or with the unemploy- 
ment compensation agency of any State, under which such State agency will make, 
as agent of the United States, payments of compensation with respect to unem- 
ployment on the basis provided by this Act. 

Sec. 2. Any agreement under this Act shall provide that— 

(1) the State agency will pay compenstaion, in accordance with this 
Act, to any individual who has exhausted his benefit rights under State law, 
for an additional period or periods not exceeding in the aggregate sixteen 
weeks of total unemployment ; 

(2) the amount of such compensation shall be (A) an amount equal to 
one-half of such individual’s average weekly wage (as determined by the 
State agency), but shall not exceed (B) an amount equal to two-thirds of 
the average weekly wage earned by employees within such State during 
the last full year for which necessary figures are available; and 

(3) except as otherwise provided for in this Act, the payment of compensa- 
tion shall be on the same terms and subject to the same conditions as are 
applied to payments of compensation under the unemployment compensa- 
tion law of the State in the case of individuals who have not exhausted their 
benefit rights under such law. 

Sec. 3. (a) Agreements under this Act shall be effective with respect to 
unemployment after January 1, 1958, and before July 1, 1959. 

(b) Any agreement under this Act shall provide that compensation otherwise 
payable to any individual under the State’s unemployment compensation law will 
not be denied or reduced for any week by reason of any payment made pursuant 
to such agreement. 

Sec. 4. (a) Each State entering into an agreement under this Act shall be 
entitled to be paid by the United States an amount equal to the additional cost 
to the State of payments of compensation made under and in accordance with 
such agreement which would not have been incurred by the State except for the 
agreement. 

(b) In making payments pursuant to this section, there shall be paid to the 
State, either in advance or by way of reimbursement, as may be determined by 
the Secretary, such sum as the Secretary estimates the State will be entitled to 
receive under this Act for each calendar quarter; reduced or increased, as the 
case may be, by any sum by which the Secretary finds that his estimates for any 
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prior calendar quarter were greater or less than the amounts which should have 
been paid to the State. The amount of such payments may be determined by such 
statistical, sampling, or other method as may be agreed upon by the Secretary and 
the State agency. 

(c) The Secretary shall from time to time certify to the Secretary of the 
Treasury for payment to each State the sums payable to such State under this 
section. The Secretary of the Treasury, prior to audit or settlement by the 
General Accounting Office, shall make payment, at the time or times fixed 
by the Secretary, in accordance with such certification, from funds appropriated 
to carry out the purposes of this Act. 

(d) All money paid to a State under this section shall be used solely for 
the purposes for which it is paid; and any money so paid which is not used 
for such purposes shall be returned to the Treasury, upon termination of the 
period for which the agreement is effective. 

(e) An agreement under this Act may require any officer or employee of the 
State certifying payments or disbursing funds pursuant to the agreement, or 
otherwise participating in its performance, to give a surety bond to the United 
States in such amount as the Secretary may deem necessary, and may provide 
for the payment of the cost of such bond from funds appropirated for carrying 
out the purposes of this Act. 

(f) No person designated by the Secretary, or designated pursuant to an 
agreement under this Act, as a certifying officer shall, in the absence of gross 
negligence or intent to defraud the United States, be liable with respect to 
the payment of any compensation certified by him under this Act. 

(g) No disbursing officer shall, in the absence of gross negligence or intent to 
defraud the United States, be liable with respect to any payment by him under 
this Act if it was based upon a voucher signed by a certifying officer designated 
as provided in subsection (f). 

Sec. 5. (a) Determination of entitlement to compensation made by a State 
unemployment compensation agency under an agreement under this Act shall 
be subject to review in the same manner and to the same extent as determina- 
tions under the State unemployment compensation law, and only in such manner 
and to such extent. 

(b) For the purpose of payments made to a State under title III of the Social 
Security Act, administration by the State agency of such State pursuant to an 
agreement under this Act shall be deemed to be a part of the administration 
of the State unemployment compensation law. There are hereby authorized to 
be appropriated, out of any money in the Treasury not otherwise appropriated, 
such sums as may be necessary to carry out the purposes of this subsection. 

(c) The agency administering the unemployment compensation law of any 
State shall furnish to the Secretary such information as the Secretary may find 
necessary or appropriate in carrying out the provisions of this Act, and such 
information shall be deemed reports required by the Secretary for the purposes 
of paragraph (6) of subsection (a) of section 303 of the Social Security Act. 

Sec. 6. (a) For purposes of this Act— 

(1) The term “State” includes the District of Columbia, Alaska, and Hawaii. 

(2) The term “compensation” means cash benefits payable to individuals with 
respect to their unemployment, including any payments with respect to depend- 
ents. 

(3) The term “average weekly wage” means, in the case of any individual, the 
amount of wages (as defined by State law) paid to such individual during the 
period used for determining his compensation for a week of total unemployment 
(A) in ease the period used is the calendar quarter in which such individual 
was paid his high quarter wages, divided by thirteen; or (B) if some other 
period is used, divided by the number of weeks, during the period used, in 
which he performed services in employment (as defined by State law). 

(4) The term “high quarter wages” means, in the case of any individual, the 
amount of wages (as defined by State law) paid to such individual in the calen- 
dar quarter of the base period for which his total wages were highest. 

(5) The term “benefit year” means the benefit year as defined in the State 
unemployment compensation law. 

(6) The term “base period” means the first four of the last five full calendar 
quarters immediately preceding the beginning of the benefit year. 

(7) Except as otherwise provided in this Act, terms used in this Act have 
the same meaning as when used in the Federal Unemployment Tax Act. 

Sec. 7. There are hereby authorized to be appropriated, out of any money in 
the Treasury not otherwise appropriated, such sums as may be necessary to 
earry out the provisions of this Act. 
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[H. R,. 11827, 85th Cong., 2d sess.] 


A BILL To authorize temporary unemployment benefits for individuals who exhaust their 
benefit rights under existing State law 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Secretary of Labor (hereinafter in 
this Act referred to as the “Secretary”) is authorized on behalf of the United 
States to enter into agreements with any State, or with the unemployment com- 
pensation agency of any State, under which such State agency will make, as 
agent of the United States, payments of compensation with respect to unemploy- 
ment on the basis provided by this Act. 

Sec. 2. Any agreement under this Act shall provide that— 

(1) the State agency will pay compensation, in accordance with this Act, 
to any individual who has exhausted his benefit rights under State law, 
for an additional. period or periods not exceeding in the aggregate sixteen 
weeks of total unemployment ; 

(2) the amount of such compensation shall be (A) an amount equal 
to one-half of such individual’s average weekly wage (as determined by 
the State agency), but shall not exceed (B) an amount equal to two-thirds 
of the average weekly wage earned by employees within such State dur- 
ing the last full year for which necessary figures are available; and 

(3) except as otherwise provided for in this Act, the payment of com- 
pensation shall be on the same terms and subject to the same conditions as 
are applied to payments of compensation under the unemployment compensa- 
tion law of the State in the case of individuals who have not exhausted their 
benefit rights under such law. 

Sec. 8. (a) Agreements under this Act shall be effective with respect to unem- 
ployment after January 1, 1958, and before July 1, 1959. 

(b) Any agreement under this Act shall provide that compensation other- 
wise payable to any individual under the State’s unemployment compensation 
law will not be denied or reduced for any week by reason of any payment made 
pursuant to such agreement. 

Sec. 4. (a) Each State entering into an agreement under this Act shall be 
entitled to be paid by the United States an amount equal to the additional cost 
to the State of payments of compensation made under and in accordance with such 
agreement which would not have been incurred by the State except for the 
agreement. 

(b) In making payments pursuant to this section, there shall be paid to the 
State, either in advance or by way of reimbursement, as may be determined 
by the Secretary, such sum as the Secretary estimates the State will be entitled 
to receive under this Act for each calendar quarter; reduced or increased, as 
the case may be, by any sum by which the Secretary finds that his estimates for 
any prior calendar quarter were greater or less than the amounts which should 
have been paid to the State. The amount of such payments may be determined 
by such statistical, sampling, or other method as may be agreed upon by the 
Secretary and the State agency. 

(c) The Secretary shall from time to time certify to the Secretary of the 
Treasury for payment to each State the sums payable to such State under this 
section. The Secretary of the Treasury, prior to audit or settlement by the 
General Accounting Office, shall make payment, at the time or times fixed by 
the Secretary, in accordance with such certification, from funds appropriated 
to carry out the purposes of this Act. 

(d) All money paid to a State under this section shall be used solely for the 
purposes for which it is paid; and any money so paid which is not used for 
such purposes shall be returned to the Treasury, upon termination of the period 
for which the agreement is effective. 

(e) An agreement under this Act may require any officer or employee of 
the State certifying payments or disbursing funds pursuant to the agreement, 
or otherwise participating in its performance, to give a surety bond to the 
United States in such amount as the Secretary may deem necessary, and may 
provide for the payment of the cost of such bond from funds appropriated for 
earrying out the purposes of this Act. 

(f) No person designated by the Secretary, or designated pursuant to an 
agreement under this Act, as a certifying officer shall, in the absence of gross 
negligence or intent to defraud the United States, be liable with respect to the 
payment of any compensation certified by him under this Act. 
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(g) No disbursing officer shall, in the absence of gross negligence or intent 
to defraud the United States, be liable with respect to any payment by him 
under this Act if it was based upon a voucher signed by a certifying officer 
designated as provided in subsection (f). 

Sec. 5. (a) Determination of entitlement to compensation made by a State 
unemployment compensation agency under an agreement under this Act shall 
be subject to review in the same manner and to the same extent as determina- 
tions under the State unemployment compensation law, and only in such man- 
ner and to such extent. 

(b) For the purpose of payments made to a State under title III of the Social 
Security Act, administration by the State agency of such State pursuant to an 
agreement under this Act shall be deemed to be a part of the administration 
of the State unemployment compensation law. There are hereby authorized 
to be appropriated, out of any moneys in the Treasury not otherwise appro- 
priated, such sums as may be necessary to carry out the purposes of this 
subsection. 

(c) The agency administering the unemployment compensation law of any 
State shall furnish to the Secretary such information as the Secretary may 
find necessary or appropriate in carrying out the provisions of this Act, and 
such information shall be deemed reports required by the Secretary for the 
purposes of paragraph (6) of subsection (a) of section 303 of the Social Se- 
curity Act. 

Sec. 6. (a) For purposes of this Act— 

(1) The term “State” includes the District of Columbia, Alaska, and Hawaii. 

(2) The term “compensation” means cash benefits payable to individuals 
with respect to their unemployment, including any payments with respect to 
dependents. 

(3) The term “average weekly wage” means, in the case of any individual, 
the amount of wages (as defined by State law) paid to such individual during 
the period used for determining his compensation for a week of total unemploy- 
ment (A) in case the period used is the calendar quarter in which such indi- 
vidual was paid his hizh quarter wages, divided by thirteen; or (B) if some 
other period is used, divided by the number of weeks, during the period used, 
in which he performed services in employment (as defined by State law). 

(4) The term “high quarter wages” means, in the case of any individual, the 
amount of wages (as defined by State law) paid to such individual in the cal- 
endar quarter of the base period for which his total wages were highest. 

(5) The term “benefit year” means the benefit year as defined in the State 
unemployment compensation law. 

(6) The term “base period” means the first four of the last five full calendar 
quarters immediately preceding the beginning of the benefit year. 

(7) Except as otherwise provided in this Act, terms used in this Act have 
the same meaning as when used in the Federal Unemployment Tax Act. 

Sec. 7. There are hereby authorized to be appropriated, out of any money 
in the Treasury not otherwise appropriated, such sums as may be necessary to 
carry out the provisions of this Act. 


[H. R. 11679, 85th Cong., 2d sess.] 


A BILL To provide for temporary additional unemployment compensation, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That temporary additional unemployment 
compensation in accordance with the following provisions is hereby provided. 


TITLE I—GENERAL PROVISIONS 


Sec. 101. There are hereby authorized to be appropriated out of any moneys in 
the Treasury not otherwise appropriated such sums as are necessary to carry out 
the provisions of this title for the payment of temporary additional unemploy- 
ment compensation provided for by this title to individuals who have ex- 
hausted all rights to unemployment compensation under the unemployment 
compensation law of any State (including the District of Columbia, Alaska, 
and Hawaii), title XV of the Social Security Act, as amended (42 U.S. C. 1361 
et seq.), and title IV of the Veterans’ Readjustment Assistance Act of 1952, as 
amended (38 U. 8S. C. 991 et seq.). 
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Sec. 102. (a) Payment of temporary additional unemployment compensation 
under this title shall be made, for any week of unemployment which begins on 
or after the thirtieth day after the date of the enactment of this Act and be 
fore April 1, 1959, to individuals who have, on or after December 31, 1957, 
exhausted all rights to unemployment compensation under the laws referred to 
in section 101 and who have no rights to unemployment compensation with 
respect to such week under any other unemployment compensation law. 

(b) The total amount of temporary additional unemployment compensation 
payable to any individual under this title shall be an amount equal to 50 per 
centum of the total amount that was payable to him under the unemployment 
compensation law referred to in section 101 under which he last exhausted his 
rights prior to making his first claim under this title for the benefit year with 
respect to which this last exhaustion occurred. The term “benefit year” means 
the benefit year as defined in the applicable State unemployment compensation 
law; except that, if such State law does not define a benefit year, then such 
term means the period prescribed by the Secretary. 

(c) The temporary additional unemployment compensation payable to an 
individual under this title for a week of total unemployment shall be the 
weekly benefit amount for total unemployment which was payable to him pur- 
suant to the unemployment compensation law under which he last exhausted 
his rights prior to making claim under this title, and the temporary additional 
unemployment compensation payable to an individual for a week of less than 
total unemployment shall be computed on the basis of such weekly benefit 
amount. 

(d) An individual initially receiving temporary additional unemployment 
compensation under this title shall not thereafter be entitled to receive tem- 
porary additional unemployment compensation under title II of this Act, and 
his right to receive temporary additional unemployment compensation under this 
Act shall thereafter be determined in accordance with the provisions of this 
title. 

Sec. 103. (a) The Secretary of Labor (referred to in this title as the “Secre- 
tary”) is authorized on behalf of the United States to enter into an agreement 
with a State, or with the agency administering the unemployment compensation 
law of such State, under which such State agency— 

(1) will make, as agent of the United States, payments of temporary ad- 
ditional unemployment compensation to the individuals referred to in sec- 
tion 102 on the basis provided in this title ; and 

(2) will otherwise cooperate with the Secretary and with other State 
agencies in making payments of temporary additional unemployment com- 
pensation under this title. 

(b) Any agreement under this title shall provide that unemployment compen- 
sation otherwise payable to any individual under the State’s unemployment com- 
pensation law will not be denied or reduced for any week by reason of any 
right to temporary additional unemployment compensation under this title. 

Sec. 104. Any determination by a State agency with respect to entitlement to 
temporary additional unemployment compensation pursuant to an agreement 
under section 103 shall be subject to review in the same manner and to the 
same extent as determinations under the State unemployment compensation 
law, and only in such manner and to such extent. 

Sec. 105. The agency administering the unemployment compensation law of 
any State shall furnish to the Secretary such information as he may find nec- 
essary or appropriate in carrying out the provisions of this title, and such 
information shall be deemed reports required by the Secretary for the pur- 
poses of paragraph (6) of subsection (a) of section 303 of the Social Security 
Act (42 U. 8. ©. 502 (a) (6)). ; 

Sec. 106. Where there is no agreement under section 103, the Secretary shall 
make payments of temporary additional unemployment compensation, on the 
basis provided in this title, and the Secretary is authorized to enter into agree- 
ments with Federal agencies to utilize, pursuant to such agreements, the facili- 
ties and services of such agencies, and may delegate to officials of such agencies 
any authority granted to him by this title whenever the Secretary determines 
such delegation to be necessary in carrying out the provisions of this title. The 
Secretary is further authorized to allocate or transfer funds or otherwise to pay 
the total cost of the temporary additional unemployment compensation paid pur- 
suant to such agreements with Federal agencies and to pay or reimburse such 
agencies for expenses incurred in carrying out such agreements. . 

Sec. 107. The Secretary may, for the purpose of paying the temporary addi- 
tional unemployment compensation provided in this title to individuals in Puerto 
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Rico or the Virgin Islands who have exhausted their rights to unemployment 
compensation under title XV of the Social Security Act and title IV of the 
Veterans’ Readjustment Assistance Act of 1952. utilize the personnel and facili- 
ties of the agencies in Puerto Rico and the Virgin Islands cooperating with the 
United States Employment Service under the Act of June 6, 1933 (29 U. 8S. C. 
49 et seq.), and may delegate to officials of such agencies any authority granted 
to him by this title whenever the Secretary determines such delegation to be 
necessary in carrying out the purposes of this title; and may allocate or transfer 
funds or otherwise pay or reimburse such agencies for the total cost of the tem- 
porary additional unemployment compensation paid under this title and for 
expenses incurred in carrying out the purposes of this title. 

Sec. 108. Any individual in a State where there is no agreement under section 
103 or in Puerto Rico or the Virgin Islands whose claim for temporary additional 
unemployment compensation under this title has been denied shall be entitled 
to a fair hearing and review as provided in section 1503 (c) of the Social 
Security Act (42 U.S. C. 1863 (c)). 

Sec. 109. Except where inconsistent with the provisions of this title, the terms 
and conditions of the unemployment compensation law referred to in section 
101 under which the individual’s last exhaustion of unemployment compensation 
occurred before he makes his first claim for temporary additional unemployment 
compensation under this title shall be applicable to his claims for such temporary 
additional unemployment compensation and to the payment thereof. 

Src. 110. (a) There shall be paid to each State which has an agreement under 
section 103, either in advance or by way of reimbursement, as may be determined 
by the Secretary, such sum as the Secretary estimates the State will be entitled 
to receive under this title for each calendar month, reduced or increased, as the 
ease may be, by any sum by which the Secretary finds that his estimates for 
any prior calendar month were greater or less than the amounts which should 
have been paid to the State. Such estimates may be made upon the basis of 
such statistical, sampling, or other method as may be agreed upon by the Secre- 
tary and the State agency. 

(b) The Secretary shall from time to time certify to the Secretary of the 
Treasury for payment to each State which has an agreement under section 103 
sums payable to such State under subsection (a) and such amounts as the Secre- 
tary determines to be necessary for the proper and efficient administration of 
this title in such State. The Secretary of the Treasury, prior to audit or settle- 
ment by the General Accounting Office, shall make payment to the State in ac- 
cordance with such certification, from the funds appropriated for carrying out 
the purposes of this title. 

(c) Where there is an agreement under section 103, the provisions of sub- 
sections (d), (e), (f), and (g) of section 1506 of the Social Security Act, as 
amended (42 U. S. C. 1366), shall apply to this title. 

Sec. 111. (a) The total credits allowed under section 3302 (c) of the Federal 
Unemployment Tax Act (26 U. 8S. C. 3302 (c)) to taxpayers with respect to 
wages attributable to a State for the taxable year beginning on January 1, 1963, 
and for each taxable year thereafter, shall be reduced in the same manner as 
that provided by section 3302 (c) (2) of the Federal Unemployment Tax Act for 
the repayment of advances made under title XII of the Social Security Act, as 
amended (42 U. S. C. 1321 et seq.), unless or until the Secretary of the Treasury 
finds that by December 1 of the taxable year there have been restored to the 
Treasury the amounts of temporary additional unemployment compensation paid 
in the State under this title (except amounts paid to individuals who exhausted 
their unemployment compensation under title XV of the Social Security Act and 
title IV of the Veterans’ Readjustment Assistance Act of 1952 prior to their 
making their first claims under this title), the amount of costs incurred in the 
administration of this title with respect to the State, and the amount estimated 
by the Secretary of Labor as the State’s proportionate share of other costs 
incurred in the administration of this title.. 

(b) Whenever the amount of additional tax paid, received, and covered into 
the Treasury under subsection (a) with respect to wages which are attributable 
to a State exceeds the sum of the amounts described in subsection (a), there is 
hereby appropriated to the Unemployment Trust Fund for crediting to the 
account of such State an amount equal to such excess. The amount so credited 
shall be used only in the payment of cash benefits to individuals with respect 
to their unemployment, exclusive of expenses of administration. 

Sec. 112. (a) Whoever makes a false statement or representation of a ma- 
terial fact knowing it to be false, or knowingly fails to disclose a material fact, 
to obtain or increase for himself or for any other individual any payment 
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authorized to be paid under this title or under an agreement thereunder shall 
be fined not more than $1,000 or imprisoned for not more than one year, or both. 

(b) (1) If a State agency or the Secretary, as the case may be, or a court of 
competent jurisdiction, finds that any person— 

(A) has made, or has caused to be made by another, a false statement 
or representation of a material fact knowing it to be false, or has knowingly 
failed, or caused another to fail, to disclose a material fact, and 

(B) as a result of such action has received any amount as compensation 
under this title to which he was not entitled, 

such person shall be liable to repay such amount to the State agency or the 
Secretary, as the case may be. In lieu of requiring the repayment of any 
amount under this paragraph, the State agency or the Secretary, as the case 
may be, may recover such amount by deductions from any compensation pay- 
able to such person under this title. Any such finding by a State agency or 
the Secretary, as the case may be, may be made only after an opportunity 
for a fair hearing, subject to such further review as may be appropriate under 
sections 104 and 108 of this title. 

Seo. 113. The Secretary is hereby authorized to make such rules and regula- 
tions as may be necessary to carry out the provisions of this title. 


TITLE II—PROVISIONS APPLICABLE TO EMPLOYEES COVERED BY 
THE RAILROAD UNEMPLOYMENT INSURANCE ACT 


Sec. 201. The Railroad Retirement Board (hereinafter in this title referred 
to as the “Board’”’) shall pay temporary additional unemployment compensation 
under this title, for days of unemployment which occur during the period be- 
ginning on the thirtieth day following the date of the enactment of this Act 
and ending on March 31, 1959, to individuals who have, on or after December 
31, 1957, exhausted their rights to unemployment benefits under the Railroad 
Unemployment Insurance Act, as amended (45 U. 8S. C. 351 et seq.), and who 
have no rights to unemployment compensation with respect to such days under 
any other Federal or State law. 

Sec. 202. The temporary additional unemployment compensation payable to 
any individual under this title shall be at the daily benefit rate that was pay- 
able to him by the Board under the Railroad Unemployment Insurance Act 
when his last exhaustion of unemployment benefits occurred before he makes 
a claim under this title, but shall not exceed a total amount equal to sixty-five 
times the daily benefit rate that was payable to him under the Railroad Un- 
employment Insurance Act when his last exhaustion of unemployment benefits 
occurred before his first claim under this title. Such temporary additional 
unemployment compensation shall be paid in accordance with the provisions 
of the Railroad Unemployment Insurance Act except where inconsistent with 
the provisions of this Act. 

Sec. 203. Any individual whose claim for temporary additional unemploy- 
ment compensation under this title has been denied shall be entitled to an appeal 
and review in accordance with the provisions, including rules and regulations, 
applicable to claims denied under the Railroad Unemployment Insurance Act. 

Sec. 204. An individual initially receiving temporary additional unemploy- 
ment compensation under this title shall not thereafter be entitled to receive 
temporary additional unemployment compensation under title I of this Act, and 
his right to receive temporary additional unemployment compensation under 
this Act shall thereafter be determined in accordance with the provisions of 
this title. 

Sec. 205. The Board, upon request, shall furnish the Secretary of Labor 
information deemed necessary by the Secretary for the administration of this 
Act. 

Sec. 206. Notwithstanding any provisions of the Railroad Unemployment 
Insurance Act to the contrary, temporary additional unemployment compen- 
sation under this title shall be paid from the railroad unemployment insur- 
ance account, and expenses incurred by the Board in carrying out the purposes 
of this title shall be paid from the railroad unemployment insurance a: minis- 
tration fund. 

Sec. 207. The Board is hereby authorized to make such rules and regulations 
as may be necessary to carry out the provisions of this title. 


The Cramman. Our first witness this morning is the Secretary 
of Labor, Hon. James P. Mitchell. 
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r. Secretary, we are very pleased and gratified that you are with 
— vebiebean this morning. You are recognized, sir, to proceed in 
your own way. 


STATEMENTS OF HON. JAMES P. MITCHELL, SECRETARY OF 


LABOR; NEWELL BROWN, ASSISTANT SECRETARY OF LABOR; 
AND STUART ROTHMAN, SOLICITOR, DEPARTMENT OF LABOR 


Secretary Mironeti. Thank you, Mr. Chairman. 

The Cuamman. Would you care to identify those seated with you ! 

Secretary Mircnety. Yes, sir. 

On my left is Mr. Newell Brown, who is the Assistant Secretary 
of Labor in charge of the employment-security program in the Depart- 
ment of Labor. 

On my right is Mr. Stuart Rothman, who is the Solicitor of Labor. 
Both of these gentlemen are here to assist in any way that the com- 
mittee wishes in providing information. 

I wish to thank the committee for this opportunity to discuss leg- 
islative proposals for the emergency extension of unemployment-com- 
pensation benefits. President Eisenhower has made certain recom- 
mendations in this area which are incorporated in H. R. 11679. 

Traditionally, the payment of unemployment compensation, except 
for Federal employees, veterans, and railroad workers, has been con- 
sidered a proper responsibility and prerogative of the States, and 
should continue to be so. 

The current economic situation is, however, a matter of national 
concern. 

The following facts highlight the need for immediate national 
action to assure that wage earners who can no longer obtain benefits 
under the State unemployment-compensation laws are given assist- 
ance to meet their urgent and present needs. 

In January and Februar y of this year, 292,500 workers exhausted 
their regular benefits. It is estimated that a total of 2.3 million 
workers will exhaust their benefits in calendar year 1958 despite the 
fact that the potential duration of benefits is now longer than it ever 
was. 

President Eisenhower, in his message to Congress urging enact- 
ment of the administration’s recommendations, said: 

I believe that these workers and their families should be enabled to receive 
weekly benefits for longer period than is now in effect so that in the current 
economic situation they and their families can obtain a greater measure of 
security. 

These recommendations reflect my strong convictions that we must act 
promptly, emphatically, and broadly to temper the hardship being experienced 
by workers whose unemployment has been prolonged. 

The assistance which these benefits will bring to the individual and 
his family will, by sustaining purchasing power, also assist in bolster- 
ing the economy. 

On several previous occasions and again in his message to Congress 
on this subject, the President has urged the States to increase the dura- 
tion and amount of benefits under their State unemployment compen- 
sation laws. 
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The present situation emphasizes the need for such action. Legisla- 
tive action on the part of the States would be necessary, however, to 
effectuate this recommendation. 

The administration is, therefore, proposing this temporary program 
for the payment of additional benefits for a relatively short period in 
order to make these benefits available quickly and while the need is 
acute. 

The program is designed to fit in with the existing State systems 
without problems of adjustment. It would neither impose any Fed- 
eral standard on the States nor change in any way the standards that 
the States have set in their eee ine pape laws with 
respect to weekly benefit amount, eligibility, or disqualification. 

Nor would it change the duration of regular benefits under the 
State law. Rather, it would temporarily provide additional benefits 
for those who have exhausted their rights under State or Federal laws. 

H. R. 11679, the bill embodying the administration’s proposal would 
apply to all workers who have exhausted their rights to unemploy- 
ment compensation under State laws and under the Federal laws pro- 
viding unemployment compensation for railroad workers, Federal 
civilian employees, and Korean veterans. 

Benefits would be paid by those State employment security agen- 
cies which enter into agreements with the Secretary of Labor, or by 
the Railroad Retirement Board in the case of benefits to railroad 
workers. 

Provision is also made for payments to workers where no State 
agency agreement is in effect. 

The bill would provide temporary additional benefits to those 
workers who have used up their regular unemployment benefits since 
the beginning of 1958 if they are unemployed at any time during the 
period from 30 days after the enactment of the measure through 
March 31, 1959, and, of course, that they are otherwise eligible. 

The unemployment for which the temporary additional benefits 
are provided need not, however, be continuous. If a worker becomes 
employed before he receives all his temporary benefits, and again loses 
his job and exhausts his regular benefits, if any, during the period of 
the program, he would receive the remaining temporary benefits 
available to him. 

Those eligible for these temporary benefits would receive them for 
a period equal to one-half the regular period of benefits to which they 
were entitled. 

For example, a worker who is eligible for 26 weeks of regular bene- 
fits at $30 a week under a State law, would be eligible for 13 additional 
weeks of temporary benefits at $30. 

Duplication would not be permitted; the additional benefits would 
not be paid for any period of unemployment for which compensation 
is payable under any State or Federal law. 

Workers who have exhausted their rights to regular benefits under 
the Railroad Unemployment Insurance Act would be paid additional 
benefits for one-half of the 130 days to which they are entitled under 
their regular program. This would mean additional benefits for a 
period of 65 days. 

The additional railroad unemployment benefits and the adminis- 
trative costs of this part of the program will be paid from the railroad 
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unemployment insurance fund. The cost of the rest of the program 
will initially be paid for by appropriations from the general funds 
of the Treasury. 

Provision is made for ultimate payment of these costs, except for 
the cost of benefits to veterans and Federal workers, by a temporary 
increase in taxes paid by employers under the Federal Unemploy- 
ment Tax Act. This increase would first be payable by employers in 
each State in January 1964 with respect to 1963 wages attributable to 
that State unless or until the total costs incurred by the United States 
wih respect to such State have been restored. 

It is estimated that on the average it would require about 3 years 
of such increased taxes to cover the cost of this program. Any excess 
tax collections would be returned to the account of the State with 
respect to which they were collected, and would be available for the 
payment of regular benefits under the law of that State. 

I believe that H. R. 11679 which I have just described will most 
effectively achieve the objective of enabling the States to make prompt 
eon of additional benefits with the least impact upon the present 

State system. 

This bill would enable the States to use their present system for 
payment to their unemployed workers for an additional period of 
time of the benefits which they had been drawing. 

It is true that the weekly benefit amounts provided for many work- 
ers are inadequate, as the President has repeatedly stated. 

I do not believe, however, that a limited, emergency program should 
be used as the occasion for making a basic change in the State systems 
such as would result from requiring an increase in the amount of the 
State benefit levels as is provided in several other bills. It would 
result in discriminatory treatment as between claimants drawing 
regular benefits and those drawing additional benefits. 

This would be especially evident where workers were laid off by 
the same plant and had drawn the same wages. 

I also believe that it is preferable to gear the number of weeks of 
additional temporary benefits to the number of weeks of regular 
benefits received by the claimants instead of giving the same number of 
additional weeks to all claimants. To pay the same number of weeks 
to all could mean that some claimants would receive more weeks of 
temporary benefits than their weeks of regular benefits under State 
law. 

Where a worker is entitled to regular benefits only for a short 
duration, it usually means that he has had a short attachment to the 
labor market. 

The administration’s proposal provides for a Federal program, fed- 
erally financed, applicable throughout the United States, and operated 
by the States as agents for the United States. 

I urge the committee’s expeditious approval of this proposal. It 
is a simple proposal which can be quickly put into operation. Its sole 
objective is to pay the additional benefits promptly to meet an imme- 
diate and urgent need. 

Mr. Chairman, that completes my statement. 

The Cuaman. Mr. Secretary, with your letter of March 25 to the 
Speaker of the House you transmitted an explanation of your pro- 
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posal which I think is more detailed than that which you provided 
in your statement. 


Would it not help this record to include that explanation at this 
point ? 


Secretary Mrronexy. I think it would. It is a very good sug- 
stion. 


The Carman. Without objection, a copy of the explanation re- 
ferred to will be included in the record at this point. 
(The document referred to follows :) 


(H. Doc. No. 358, 85th Cong., 2d sess.] 


MESSAGE FROM THE PRESIDENT OF THE UNITED STATES RECOMMENDING BNACTMENT 
OF LEGISLATION TO PROVIDE FOR THE TEMPORARY CONTINUATION OF UNEMPLOY- 
MENT COMPENSATION BENEFITS TO OTHERWISE ELIGIBLE INDIVIDUALS WHO HAVE 
EXHAUSTED THEIR BENEFITS UNDER STATE AND FepERAL LAws 


To the Congress of the United States: 


I recommend to the Congress the enactment of legislation to provide for the 
temporary continuation of unemployment compensation benefits to otherwise 
eligible individuals who have exhausted their benefits under State and Federal 
laws. I believe that these workers and their families should be enabled tem- 
porarily to receive weekly benefits for a longer period than is now in effect so 
that in the current economic situation they and their families can obtain a 
greater measure of security. 

These recommendations reflect my strong conviction that we must act promptly, 
emphatically. and broadly te temper the hardship being experienced by workers 
whose unemployment has been prolonged. They also reflect my conviction that 
the need for additional assistance to these workers will be of relatively brief 
duration. 

Such legislation should not encroach upon the prerogatives which belong to 
the States, and matters of eligibility, disqualification, and benefit amounts 
should be left to the States. The legislation should provide, however, for the 
payment, to individuals who have exhausted their regular unemployment com- 
pensation benefits, of temporary benefits for an additional period equal to one- 
half of the duration of their regular benefits. 

The State employment security agencies and the Railroad Retirement Board 
would administer the program. The Government would be reimbursed for the 
costs incurred by it for this program in each State through an increase, 4 years 
after the program’s end, in the tax payments to the Federal Government by 
employers in that State under the Federal Unemployment Tax Act. Any State, 
however, that wished to avoid an increase in such tax on the payrolls of em- 
ployers within the State, could provide for reimbursement to the Federal Gov- 
ernment either by direct appropriation or by authorizing transfers from its 
credit in the unemployment trust fund. 

The temporary Federal assistance which this program provides, while of 
great immediate benefit, is in no sense a substitute for extending the coverage 
of unemployment compensation which I have previously recommended, or for 
appropriate State action extending the duration of benefits and increasing bene- 
fit amounts which I have previously urged upon the States. 


Dwicut D. EIsENHOWER. 
Tue Wuite House, March 25, 1958. 


The Cuatrman. Mr. Simpson? 

Mr. Stmpson. Was there a message from the President ? 

Secretary Mrrcuetyi. There was, sir, a message from the President. 

The CuatrmMan. Without objection, it will be included in the rec- 
ord at this point, and I think it would be appropriate that the letter 


from you to the Speaker of the House also be included just prior to 
the explanation of the bill. 


Secretary Mircnety. Very good, sir. 
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(The document referred to follows :) 


UNITED STATES DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 


Washington, March 25, 1958. 
Hon. SAM RAYBURN, 


Speaker of the House of Representatives, 
Washington, D. C. 


Dear Mr. SPEAKER: I am transmitting copies of a draft bill, to provide for 
temporary additional unemployment compensation, and for other purposes, to- 
gether with a summary statement explaining the purpose and effect of the bill. 
Also enclosed is a statement showing the estimated budgetary requirements 
which would be necessary if the bill is enacted. 

This proposed legislation is designed to carry out the President’s recom- 
mendation for a program of temporary additional. unemployment compensation, 
and I am authorized to advise that its enactment would be in accord with the 
President’s program. 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 


EXPLANATION OF BILL TO PROVIDE TEMPORARY ADDITIONAL UNEMPLOYMENT 
CoMPENSATION 


This proposal is designed to carry out the President’s recommendation for 
an additional period of unemployment compensation for workers who have ex- 
hausted their regular unemployment benefits. 

This is a program for a limited period to assist the States in meeting an 
urgent and immediate need and not a proposal for supplementation of regular 
benefits on a prolonged basis. It would not impose any Federal standard on 
the States or change in any way the standards that the States have set in their 
unemployment compensation laws with respect to eligibility, disqualification, or 
benefit amount. Nor would it change the duration of benefits provided under 
the State law, but rather would provide additional temporary benefits for those 
who have exhausted their rights under State or Federal laws. The temporary 
program is designed to fit in with the existing system and to avoid creating 
problems of adjustment in the various States which could hamper, impair, or 
delay the effectiveness of this program. 

In general, the proposal would provide workers who have run out of their 
regular unemployment benefits since the beginning of 1958 because of lengthy 
unemployment with additional benefits equal to one-half the total amount of 
their regular benefits. These temporary benefits would be payable for unem- 
ployment occurring from 30 days after enactment of the measure through March 
31, 1959. No temporary additional benefits would be payable for unemployment 
occurring before this period, although eligibility to receive the benefits during 
the period may be based on exhaustion of regular benefits occurring on or after 
December 31, 1957. 

Workers who have exhausted their rights to unemployment compensation 
under State laws and under the Federal programs providing unemployment 
compensation for railroad workers, Federal civilian employees, and Korean 
veterans would be covered by this proposal. The benefits would be paid by the 
State employment security agencies, as agents of the United States, or by the 
Railroad Retirement Board in the case of benefits to railroad workers. Pro- 
vision is also made for payments to workers where no State agency agreement 
is in effect. 

The unemployment for which the temporary additional benefits are provided 
in this period need not be continuous. If a worker becomes employed before he 
receives all his temporary benefits, but again loses his job during the period of 
the program, he could receive the remaining temporary benefits available to 
him. 

The additional benefits provided by the bill would not be paid for any period 
of unemployment for which unemployment compensation under any State or 
Federal law is payable. If a worker, while receiving the additional benefits 
provided by the bill, again becomes entitled to regular benefits under a State 

or Federal law, the additional benefits would cease until he had exhausted these 
further regular benefits. 
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The provisions applicable to workers who have exhausted their regular bene- 
fit rights under State unemployment compensation laws and the Federal pro- 
grams providing unemployment compensation for Federal civilian employees 
and Korean veterans are contained in title I of the bill. Title II of the bill 
applies to workers who have exhausted their regular benefit rights under the 
Railroad Unemployment Insurance Act. 

The bill provides that if a worker’s right to temporary additional benefits is 
first determined under either one of the titles of the bill, his rights to such com- 
pensation at any subsequent period will continue to be determined under the same 
title, even though after becoming entitled to such additional benefits he became 
entitled to regular benefits under the law or laws covered by the other title and 
exhausted them. This provision will avoid difficult and costly administrative 
problems and duplication of payments under the two titles of this proposal. 


TITLE I 


Under title I of the bill, the Secretary of Labor would be authorized to enter 
into agreements with the States whereby the States would act as agents of the 
United States in making the temporary benefit payments. Where no such agree- 
ment is in effect the Secretary is authorized to utilize other Government agencies 
for making the payments. He is also authorized to use the same procedures 
for payment of the temporary benefits to Federal civilian employees and Korean 
veterans in Puerto Rico and the Virgin Islands as are used to pay their regular 
benefits in those places. 

The provisions of the last unemployment compensation law under which a 
worker used up his regular benefits before he makes his first claim for the 
temporary benefits would generally govern his drawing of the temporary benefits. 
The eligibility requirements of that State law, such as being available for work, 
and disqualification provisions, such as being suspended from benefits for a 
specified number of weeks for refusal to accept suitable work, and other condi- 
tions of the State law, would govern the receipt of the temporary benefits. 

The total amount of temporary additional benefits payable is established by 
the law under which he last exhausted his regular benefits before he files his 
first claim for temporary benefits. This total would equal one-half the total 
regular benefits for total unemployment. For example, a worker to whom 26 
times $30 a week was payable under such law, could receive one-half of 26 times 
$30 or $390 in temporary benefits. This total would be paid at the same weekly 
rate as was payable to him for his regular benefits. 

However, if during the effective period of the bill, additional regular benefits 
under any unemployment compensation law referred to in this title become pay- 
able to an individual and are exhausted, the weekly rate at which such benefits 
were payable would apply to this remaining amount of temporary benefits pay- 
able to him. Suppose the worker above who was entitled to temporary benefits 
up to a maximum of $390 drew 9 weeks of temporary benefits at his $30 rate or a 
total of $270 and then became entitled to new regular benefits at a rate of $20 
a week. After exhaustion of such new regular benefits, he could again draw 
temporary benefits but at a rate of $20 a week until he has received the differ- 
ence between $390 and $270, that is $120. Were he totally unemployed he would 
thus receive temporary benefits of $20 a week for 6 weeks. 

If a worker is partially unemployed, his weekly benefit amount would be the 
difference between his weekly benefit amount for total unemployment plus the 
partial earnings limit provided by the State law, minus his earnings. While the 
partially unemployed worker would receive temporary benefits in the same total 
amount as would a totally unemployed worker, he would receive less each week. 
As a result he would receive benefits for a longer period. This is what happens 
when a partially unemployed worker draws regular benefits. His incentive 
to accept part-time jobs while drawing benefits is thus not diminished, 

The total cost incurred by the United States for benefits paid under this pro- 
gram (except the cost of benefits to Federal employees and Korean veterans) 
and all administrative expenses would be paid for through a temporary increase 
in the amount which employers covered under the Federal Unemployment Tax 
Act would be required to pay to the United States. Such an increase would be 
effected through a reduction in the tax credit afforded to employers covered by 
the Federal Unemployment Tax Act and would apply for taxable years begin- 
ning January 1, 1963, with respect to wages attributable to a State unless or until 
the aan costs incurred by the United States with respect to such State have been 
restored. 
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Since it will not be possible to determine whether the additional tax has pro- 
duced sufficient revenue with respect to a particular State until the tax is ac- 
tually paid, about January 30 each year, there may be some excess collections 
with respect to some States. These excess collections would be returned to the 
aceount of the State with respect to which they were collected, and would be 
available solely for the payment of regular benefits under such State’s law. 


TITLE It 


Under this title the Railroad Retirement Board would be authorized to pay 
temporary additional unemployment benefits during the same period to railroad 
workers who have exhausted their rights to regular benefits under the Railroad 
Unemployment Insurance Act on or after December 31, 1957. The provisions of 
that act would apply to the temporary benefits program to the same extent and 
in the same manner as to the payment of regular railroad unemployment bene- 
fits except where inconsistent with the provisions of this title. However, the 
maximum number of days for which temporary benefits would be payable under 
this title would be 65. 

The rate of the daily benefit payable would be that which was payable to the 
employee under the Railroad Unemployment Insurance Act at the time he last 
exhausted his rights to benefits under that act prior to filing a claim under this 
title. The total amount of temporary additional unemployment compensation 
payable under this title would be 65 times the rate of the regular daily benefit 
payable before his first claim for additional benefits. Any subsequent change in 
his regular daily rate would not affect the total amount of temporary benefits 
payable to him. 


Estimated cost for paying additional unemployment compensation to workers 
who exhaust their benefits under the State unemployment insurance laws, Jan. 
1, 1958-Apr. 1, 1959 


Unemployment compensation benefit payments__._......-------- $560, 000, 000 
Grants to States for administrative costs (4,780) _--_-__---------- 26, 104, 000 
Salaries and expenses, Bureau of Employment Security (82) -~---- 625, 000 
Salaries and expenses, Office of the Solicitor (4)---------------- 28, 000 
Salaries and expenses, Office of the Secretary (Personnel) (2) --- 14, 000 

en, SORUURTOROINT CE IR os on eperdntind vinneankows 586, 771, 000 


The CuHamman. Let the message of the President appear in the 
record immediately following the Secretary’s statement. 

Mr. Forand will inquire, Mr. Secretary. 

Mr. Foranp. Mr. Secretary, do I understand that the whole idea 
here is a question of loans rather than grants? 

Secretary Mrrcnett. As I said in my statement, Mr. Forand, this 
is a Federal program financed through Federal tax, financed through 
the operation of the present Federal tax. The recovery of the money 
by the Federal Government will be accomplished by an increase in the 
Federal tax, as I stated, beginning on wages paid after January 1, 
1963. 

ee Foranp. Boiled down it means that this is a loan and not a 
grant 

Secretary Mrrcueti. No, sir. No, sir; this is a Federal program 
financed by the Federal Government and as a result of Federal taxes. 

Mr. Foranp. But you are going to get your money back under the 
plan, is that not right ? 

Secretary Mrrcneit. As the result of Federal taxation. 

Mr. Foranp. Regardless of how bad a State plan may be insofar 
as the finances are concerned, it will be necessary for the States to re- 
imburse the Government through taxation on employees for whatever 
money is loaned now ? 
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Secretary MircneL. Not the States, sir. As you know, under the 
present law the Federal Government levies a tax on employers of 
0.3 percent. This is a Federal tax not a State tax. 

Mr. Foranp. I realize that. What I am trying to bring out here 
is that the employers of a given State who already, as for instance 
in Rhode Island, have been paying in the top bracket right along 
because of our bad situation will pay an additional tax. You know 
the Rhode Island situation as well as I do. 

Right now I think our unemployment figures are running about 
12 or 13 percent. We have been in a bad situation right along. If 
we are going to impose a higher tax on the employers to repay to the 
Government that amount of money that is going to be now used 
temporarily to take care of these cases, it means that those employers 
who have been strapped right along are going to be subject to a fur- 
ther imposition coe therefore it is going to place the State in a more 
depressed situation that it already has been so that, boiled down to 
the last factor, it amounts to a loan being made to the State to be 
repaid by the employers of that State. 

Secretary Mrrcuetyt. Through a Federal tax. 

Mr. Foranp. I realize that it is a Federal tax but nevertheless it is 
the employers of my State that are going to have to pay that tax to the 
Federal Government. 

Secretary Mircneiu. Yes, sir; unless, of course, in the meantime 
as provided now under the Reed bill, a State elects to reimburse the 
fund from its own general treasury. 

Mr. Foranp. But I am talking of States that are in the same pre- 
dicament as my own State. I can talk about my own State much 
better than the others because I am more familiar with the situa- 
an and I know that our State government would not be able to 

o this. 

Furthermore, if I recall correctly, under our Constitution we could 
not afford to borrow and this woul in my estimation amount to a bor- 
rowing of some type. 

I am not a lawyer but I doubt very much that States in the same 
predicament as Rhode Island would benefit at all from anything of 
this sort. 

I thought that the Federal Government would pick up the bill on 
this and through general taxation recoup whatever is necessary rather 
than applying it in this way. 

Another point is this: te anything been done regarding helping 
those people who were thrown out of work but who are not covered ? 
In my State, if I recall correctly, employers of one or more are sub- 
ject to the tax but in some States employers of 4 or more are covered 
and those under 4 have a lot of employees who have been thrown out 
of work. 

Has any thought been given to helping those people ? 

Secretary Mircren.. Mr. Forand, the administration has had be- 
fore the Congress for 2 years now a proposal to cover employees of 
employers of one or more universally through all the States. 

Mr. Foranp. I am aware of that. In fact, I have had bills for that 
purpose pending for a long time. I have also had bills to take care 
of this unemployment picture on a long-time basis and on a perma- 
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nent basis along the lines practically of what you have here as a 
recommendation for temporary help. 

What I had hoped was that the period of benefits would be ex- 
tended, the amount would be raised, but I have not been able to get 
action on it and I do not think that this is the time for us to try 
to work on that permanent basis but rather that we have to step on 
the gas and get some action here. 

Secretary Mirrcnety. That is our belief, sir, yes. 

Mr. Foranp. I am pleased that the administration finally has come 
‘ up with some recommendation, it should have been made long ago in 
my book, but we have to take things as they come. 

I still want to know if the administration has any plans that are 
ready for prompt action by the Congress if necessary to take care of 
unemployed who are not covered. 

Secretary Mircne.t. Mr. Forand, we recognize that there may be 
people who are not covered by unemployment compensation who need 
assistance. However, our proposal here this morning has to do with 
those people who are covered by the present unemployment compen- 
sation laws of the States. 

In keeping with our desire to get an expeditious and unencumbered 
bill which would not raise any complicated questions, we have re- 
stricted it to those people presently covered who have exhausted their 
benefits under the present system. 

It is true that there are people who are not covered. At the moment 
we are urging the consideration of the Congress on this bill which, 
incidentally, represents the greatest number of people. 

Mr. Foranp. That still does not answer my question. I realize that 
here we have something to take care of those that were covered. 

My — is: Is the administration ready to bring to the Congress 
some plan whereby we can take care of those who are not in covered 
employment and who are out of jobs? 

ecretary Mircnerz. Mr. Forand, I am here to urge the passage 
of this bill and I would hope that the Congress would act quickly on 
it because this would cover and help the greatest number of people. 

At the moment I have no recommendation on the others, although 
it is recognized that there is need. 

If the Congress were to act quickly on this bill, as I hope they will, 
it will take care of the major part of the problem and perhaps enable 
the States, being relieved of any public assistance in this field of 
people who have exhausted their benefits, to help the others. 

Mr. Foranp. Then I have to accept the fact and assume that your 
answer means that the administration is not ready to take care of those 
who were not under coverage. 

Secretary Mirrcnett. The administration is proposing to the Con- 
gress, and I hope the Congress will act quickly, Mr. Forand, a bill 
which quickly and effectively will take care of the majority of people 
who are affected here. 

Mr. Foranp. I am in agreement with you but you seem to be evad- 
ing. my question. 

ecretary Mrrcnetyi. I am not trying to evade your question, sir. 
I say that I have no recommendation as to the others at the moment. 

Mr. Foranp. You have no recommendation. I asked you if the 

administration has anything to present. 
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Secretary Mrrcney. I am telling you, sir, that I have no recom- 
mendations at the moment. 

Mr. Foranp. You are supposed to be speaking for the adminis- 
tration. 

Secretary Mrrcnety. I am speaking for the administration with 
relation to this bill. 

Mr. Foranp. Mr. Chairman, I cannot get an answer to my question. 
Therefore, I give up. 

The Cuatrman. Are there any further questions ? 

Mr. Kean will inquire, Mr. Secretary. 

Mr. Kean. Mr. Secretary, what is the situation with reference to 
those States which do not enter into an agreement? I see here in the 
bill that it provides that the States enter into an agreement. Ifa 
State does not enter into an agreement it says, “The Secretary shall 
make payments of temporary additional unemployment compensa- 
tion on the basis neavided in this title.” In other words, if a State 
does not want to do this, we force it to do it; is that it? 

Secretary Mrroneu. Since this is a Federal Progam, Mr. Kean, 
federally financed, and universally applied, we believe that, after 
requesting the State to act as its agent and being met with a refusal, 
the Federal Government has an obligation, it seems to me, to see to it 
that the benefits of a Federal program are made available to the citi- 
zens of a State. 

Mr. Kran. But we have always left the decisions with reference to 
how much money, how many weeks, and so forth, to the individual 
States. 

Secretary Mircueit. We have under the unemployment compen- 
sation. 

Mr. Kran. This breaks away from that theory. 

Secretary Mrrcneii. As to duration. The decision as to eligibility, 
disqualification, will be the same. 

Mr. Kean. The benefits will be the same as the State provided. 

Secretary Mircue uy. The benefits will be the same. 

Mr. Kean. But as to the period of time we are forcing them to pay 
out this money ¢ 

Secretary Mircuett. We are adding to the State benefits, through 
« Federal program, 50 percent of the State benefits. 

Mr. Kran. Even when the States feel they do not. want it? 

Secretary Mrrcney. Yes, sir. 

Mr. Kean. Then, of course, the employers in the State, even though 
the State does not want it, will be affected by this additional tax in 
1962, 1963, and 1964? 

Secretary Mrrcnen.. That is right, sir. May I point out, Mr. 
Kean, that this same provision of Federal administration in the event 
of the refusal of the State to accept agency is now contained in the 
Unemployment Compensation Act for veterans and the Unemploy- 
ment Compensation Act for Federal employees, although I must 
report that no State has refused to accept agency. 

The Cuarrman. Mr. Eberharter will inquire. 

Mr. Exsernarter. Mr. Secretary, I am in hearty agreement with the 
necessity of emergency legislation. Of course, the big problem con- 
fronting most of the members of our committee is the problem of who 
should finance the emergency legislation. 
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Do you think the policies and actions of the various States of the 
Union, or some of them, have contributed to the present recession ? 
Secretary Mrrouety. No, sir; I believe it is a national problem. 

Mr. Exsernarter. Then, if it is not the fault of the States and their 
policies and actions, why should we force the States to pay for this 
emergency legislation? That is the problem which confronts me. 

Secretary Mrrcnet,. May I point out, Mr. Eberharter, that this 
is a Federal tax which is now part of the law and our proposal in- 
creases that tax in order to pay for these additional benefits? 

It was our thinking that this bill, which provides temporary addi- 
tional benefits, should be made as much a part of the present Un- 
employment Compensation Act as was possible and that it would 
be for a temporary period, a definite purpose, and when the purpose 
was served it would leave the act undisturbed. 

It was felt that this is a problem for the entire community and, 
using the Federal tax as it is now in the law which provides for an 
automatic increase in the event a State does not repay a Federal loan 
under title XIT of the Social Security Act, that this was the proper 
and appropriate way of financing it. 

Mr. Esernarrer. That just means in short that we are putting 
an extra burden of taxation on the businessmen of the country to pay 
for these unemployment compensation emergency benefits. 

Secretary Mrrcnenz. If you wish to put it that way as is now 
provided in the present law. 

Mr. Eseruarter. Do you not agree that we are just adding a tax- 
ation to the businessmen of this country to pay for this emergency 
program under your plan? Can you dispute that ? 

If you have a different idea, I would like to hear it, Mr. Secretary. 

Secretary Mrrcner. No, Mr. Eberharter. I would have to agree 
and in agreeing I would have to say this, that as you know, the pres- 
ent unemployment compensation law provides now that, in the event 
a State fund becomes exhausted and it is given a loan the 0.3 percent 
Federal tax now levied on employers after 4 years automatically in- 
creases to 0.45. I mean this is contained in the present law so that 
the present law apparently has the concept that any undue or unex- 
pected expense is financed by a Federal tax on the employers and to 
that extent your statement is true. 

Mr. Epernarter. Thank you, Mr. Secretary. I have one more 
question. é 

My attention has been called to the fact that in the State of Iowa 
a minimum of 6 weeks of unemployment coverage is allowed and a 
minimum payment of $5 is allowed. 

Under the administration program total relief to a person in the 
State of Iowa who exhausted his benefits under the State plan would 
be that he would be entitled to the generous sum of $15 total. That 
is $5 a week for 3 weeks. It would only allow an unemployed person 
in the State of Iowa an additional $15 total. 

Secretary Mircueti. Whatever the level of benefits and the dura- 
tion of benefits are in the State of Iowa we would supplement the 
duration by 50 percent, whatever they may be. ' 

Mr. Epernarter. And your plan is not to interfere with the basic 
law of the State but to let it stand as is. 

Secretary MircHe.u, As is. | 

Mr. Ezvernarter. If their law would seem inadequate it would not 
attempt to take care of the situation in this emergency legislation ? 
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Secretary Mrrcne.i. I have said in my statement and the Presi- 
dent said that we believe that some of the State laws are inadequate 
as to duration and benefit but we think this is no time to attempt to 
cure that situation which has been existing for some time if we are 
going to get money in the hands of the people who need it quickly. 

Mr. Esernarrer. Thank you very much, Mr. Secretary. 

The Cuatrman. Mr. Mason will inquire, Mr. Secretary. 

Mr. Mason. Mr. Secretary, during the last 4 years of the Truman 
administration we had a recession, or whatever you want to call it, 
and at that time it was estimated or figured out by Government figures 
that 7.6 percent of the employables were unemployed. Today we have, 
as near as can be figured out, 7.6 percent of the employables unem- 
ployed. There was no national-crisis in the last session of the Truman 
administration. There was no tremendous emergency that required 
emergency action. Now why is it that, with the same percentage of 
unemployed, we have today an emergency situation and a national 
crisis that calls for action by the Federal Government ? 

Secretary Mircueity. Mr. Mason, it might be that the Eisenhower 
administration is more concerned with the welfare of those people 
who have no income than was the Truman administration. 

_ Mr. Mason. Well, of course, that is an easy way of getting out of 
it, Mr. Secretary, but I do not believe so, and I am a Republican. This 
is not and should not be a partisan matter. 

Secretary Mircneny. I agree with you, sir. 

Mr. Mason. It should not have been at that time and it should not 
be now any more than it was at that time. 

I cannot for the life of me see why we have built up this tremendous 
emergency and this national crisis when the figures show that it is 
exactly the same percentage today as it was then. There are more 
out of work today because the payroll has gone up about $8 million 
or $9 million since then, but the percentage is the same and why we 
have to take emergency measures is more than I can understand. 

Secretary Mircueit. Mr. Mason, if I may comment further, it seems 
to me that, while certainly we have to deal in percentages and we 
have to deal in terms of numbers of people, we also have to think of 
those peepee who are in 1ieed and the number of people who are in need 
and who have exhausted their benefits and may have no other source 
of income sizable enough in my opinion for the Federal Government to 
have a concern. That concern is being expressed in terms of the legis- 
lation which we have submitted. 

Mr. Mason. The Government figures also show that today there is 
a greater amount of bank savings, a greater amount of bonds and a 


lot of other things than there were then which, in itself, indicates not 


' all that are unemployed are starving. 


I have had at least 200 letters from Illinois protesting against this. 
I had 50 letters today, just in today’s mail, protesting against this 
action, saying in substance that the State of Illinois is well able to 
take care of their own, that their funds are adequate to take care of 
their own, that they have the ability to do it, and the Governor has 
also ordered a speedup on public works to do it, so that for the Fed- 
eral Government to come in there and say to the State of Illinois, 
“Whether you want to take this or not we are going to force it on 
you,” that to me is just impossible. I simply cannot go along with 
that and I shall oppose it. 
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That is all, Mr. Chairman. 

The Cuatrman. Mr. Harrison will inquire, Mr. Secretary. 

Mr. Harrison. Mr. Secretary, what is your estimate of the number 
of unemployed today ? 

Secretary Mrronetx. The February figures which are the latest 
figures we have, Mr. Harrison, as I recall were 5,173,000. 

Mr. Harrison. Now what is your estimate of the number of those 
who are in covered employment and those who are not ? 

Secretary Mrrcenexx.. [ have the figures here. Adding together 
those covered by State-insured unemployment and receiving bene- 
fits and those employed in railroad and the veterans and the Fed- 
eral employees as well as those who have exhausted benefits, the total 
number of claimants as of February were 3,805,000. 

Mr. Harrison. Then there are 1,400,000 of the unemployed who 
would receive no benefit whatever ? 

Secretary Mrrcnet.. From this program, that is right, sir. 

Mr. Harrison. I would like to direct your attention to the lo- 
cation of the unemployment that does exist. Is it largely localized 
or not? 

Secretary Mrrcnett. I think, sir, it is fairly widespread. 

Mr. Harrison. My attention has been called to an address reported 
to have been made by you a few weeks ago to the CIO-AFL con- 
ference ; is that correct ? 

Secretary Mircneuz. I did talk to that conference. 

Mr. Harrison. In that address did you undertake at the time to 
analyze the location of the unemployment ? 

Secretary Mircue.zi. Not in terms of geography but in terms of 
industry. 

Mr. Harrison. And did you then outline the industries that were 
most seriously affected by this? 

Secretary Mrrcueti. The industries that were most seriously af- 
fected are, and I believe I said to the conference were, in the durable- 
goods industries as distinguished from the soft-goods industries and 
as distinguished from retail and wholesale trade. 

Mr. Harrison. I believe you broke it down further, did you not, 
the automobile industry and allied industries about 300,000 and 2 
other industries that made the total of about a million at that time. 

Secretary Mircneiyi. I might have. I do not have the figures be- 
fore me. 

Mr. Harrison. Did you also say at that time that, in areas where 
— industries were not located, the problem was not a serious 
one? 

Secretary Mrrcnety. No. I do not believe I did, sir. 

Mr. Harrison. Are you sure of that? 

Secretary Mircnetyt. Would you quote me? 

Mr. Harrison. I had your quote and I mislaid it. I am sorry. 
You do not have a copy? 

Secretary Mrrcnetu. I do not happen to have it; no. 

Mr. Harrison. Here it is. You are quoted, according to the New 
York Times. 

Secretary Mircneiy. Well, I have a great deal of respect for the 
New York Times but oftentimes papers do not quote accurately. 
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Mr. Harrison. Suppose we see what is said before you indicate 
that. You are quoted as saying: 

And here again a close look into the situation reveals that almost all of the 
decline in manufacturing is in the durable-goods industries and among those 
industries the greatest reduction in unemployment occurred in automobiles and 
aircraft with 300,000, primary metals and the fabricating of metals with 330,000 
employees, and the manufacture of electric and other machinery with 340,000. 

Did you say that, or is that substantially what you said? 

Secretary Mircnety. That is substantially part of what I said. 

Mr. Harrison. Now, reading on— 

Now, because unemployment is concentrated and restricted to certain types of 
activities, because our heavy manufacturing itself is concentrated geographi- 
cally, we find that certain ‘places,-sueh as steel, automebiles, machinery and 
aircraft centers, have borne the brunt of the business downturn, while others 
have been affected hardly at all. 

Is that correct ? 

Secretary Mircuety. I think so. 

Mr. Harrison. Now then, in the bill that you are advocating, in 
section 106, the provisions of the bill are made apaleal both in 
States, to use your language which have borne the brunt of the busi- 
ness downturn as well as in others which have been affected hardly 
at all; is that correct? 

Secretary Mrrcue.u. Well, insofar as the effect of the durable 
goods. I do not know what you are getting at, Mr. Harrison. 

Mr. Harrison. What I am getting at 1s that the bill is of general 
application, whether the employment problem is serious or whether it 
is not; is that correct ? 

Secretary Mrrcueti. Well, the bill is of general application and I 
might point out to you that there are 28 States with over 7 percent 
of covered unemployed for the week ending March 15, so that, while 
it is true that the heaviest impact of unemployment—as I said to the 
AFL-CIO—has been felt in the durable-goods industry, unemploy- 
ment breeds unemployment, and it seems to me that you have to look at 
the percentage of unemployment in these terms, the terms that we are 
talking about in relation to this bill as it affects all of the people in 
the country ; and the figures as of March 15 indicate, as far as covered 
employment under this act is concerned, that 28 States have over 7 
percent of their covered workers out of work. 

Mr. Harrison. By the-same token 20 States have less than that. 

Secretary Mircueny. Yes, less than 7 percent. 

Mr. Harrison. And others, to use your language, have been af- 
fected hardly at all. 

Secretary Mircueti. There may be. 

Mr. Harrison. Now, there may be. You said there were, did you 
not ? 

Secretary Mircuety. That may be true. 

Mr. Harrison. Now, under this bill in those States which you say 
have been affected hardly at all and therefore do not desire to have 
- Penetite provided, they are compelled to accept anyway, is that 
right ? 

Secretary Mircnett, I did not hear your question, 

Mr. Harrison. I say in such States which in the opinion of their 
government officials are affected hardly at all or who for other rea- 
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sons do not desire the benefit of this bill the provisions of your bill 
are applicable anyway, is that correct? 

Secretary Mircue.y. That is correct because it is our feeling that in 
a time of recession, even though the statistics may indicate that there 
is no large scale unemployment in a particular area, as far as the in- 
dividual is concerned—and we are concerned with the individual—if 
he cannot get a job and has exhausted his benefits, we believe that 
he is entitled to benefits of any Federal program along with the other 
citizens of the country who may be so entitled. 

Mr. Harrison. Of course, this program does not go into effect until 
the existing program has been exhausted, is that correct ? 

Secretary Mrrceueti. Until the unemployment compensation of the 
States has been exhausted. 

Mr. Harrison. Well, take my State, Virginia. If the officials of 
Virginia do not enter into an agreement aaa the provisions of this 
bill, then it provides that the money shall be distributed through a 
Federal agency, is that correct ¢ 

Secretary Mircne... That is right, sir. 

Mr. Harrison. And the State then will have no control, no inter- 
est or right whatever in the manner in which that distribution is 
made ? 

Secretary Mircneiy. Except, sir, that the bill also provides that 
whatever the State rules are with relation to the qualification or dis- 
qualification or eligibility or level of benefits those policies and rules 
of the State shall prevail. 

Mr. Harrison. That applies to distribution, but in the selection of 
the agency to distribute these funds, what restrictions are there on the 
selection of the agency ? Are there any ? 

Secretary Mrrcnety. There is no definite selection of agency as 
far as the Federal Government is concerned but the restrictions in the 
bill as we propose it are that whatever Federal agency is used if the 
State refuses to accept the Federal program that Federal agency will 
be bound by the policies prevailing in the State, that is, the policies as 
to eligibility, qualification, and duration of benefits. 

I would like to point out that, if as you seem to infer there would 
be relatively few people in a given area who would exhaust their 
benefits, then, of course, the Federal action is limited to those people 
who have exhausted their benefits and the amount of money paid in 
terms of the Federal Government would be little. But we do believe 
that, if there is a Federal program, any one who qualifies by exhaust- 
ing his benefits should be eligible for the Federal benefits. 

Mr. Harrison. I was not directing my question to that. I was di- 
recting my question to the selection of the Federal agency and I asked 
whether there was any restriction whatever on your selection or the 
administration’s selection of the Federal agency and I believe you 
answered that there was none. 

Secretary Mitcueiu. Except as to the policies that the Federal 
agency should follow. 

Mr. Harrison. Therefore, under this bill a politically appointed 
committee could be used to make distribution, is that correct? 

Secretary Mrrcnexy. Well, sir, it seems to me that the infer- 
ence here, the bill as we have presented it looks in most cases to 
the acceptance by the State or agency so that the administration 
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of the program would be in the hands of those qualified people who 
have been administering the unemployment compensation program 
in the several States. The idea that a Federal agency would do it 
if the States would not do it was merely put in there so that all the 
citizens of the country would have the same opportunity. 

I would venture to guess that the Federal Government would not 
have to act in any administrative capacity here. Iwould hope not. 

Mr. Harrison. Then why put it in? 

Secretary Mrrcneu. Only to assure that the citizens of the States 
have equal opportunities. 

Mr. Harrison. Now in my State where the Federal Government 
does act, going back to my question, and the State refuses to act, then 
there is no restriction in this bill upon the appointment of politically 
selected committees, is that correct ? 

Secretary Mrrconei.. Well, there is no restriction in the bill as to 
the Federal agency that would do this job except as to the policies 
it must follow. 

Mr. Harrison. Then under this bill we could have large sums of 
money distributed by a politically selected committee in the months 
of September and October among the unemployed; is that correct? 

Secretary Mircue.y. Well, sir, I am more concerned with getting 
this money in the hands of the people who need it than in the in- 
ference that is being drawn here. 

I would hope that the possibility that you envision would never 
occur. 

Mr. Harrison. I would hope so, too. 

Secretary MitcHe.y. I would hope that the States would accepi this 
agency. 

Mr. Harrison. Then the State having stated that it did not want 
this money and having had it administered by a politically selected 
committee would be required to pay these sums back into the Federal 
Treasury, is that correct ? 

Secretary Mircuer.. The employers of that State; but of course I 
do not accept your statement that whatever the administration may 
be, whether it be Republican or Democrat, that in a situation like 
this that there would be in either kind of an administration an at- 
tempt to make political capital out of the need of people. 

Mr. Harrison. It could be handled through the same committee 
that distributed the soil-bank money in September and October of 
1956, is that correct ? 

Secretary Mircnett. I doubt that, sir. It would have to be handled 
by people who were familiar. 

Mr. Harrison. Having no control over the fund and the way it 
was administered the State would be required to pay the sums back 
to the Federal Government. 

Secretary Mrrcneuy. In other words, in the language of the great 
Justice Holmes this proposal constitutes a bare proposition to tax 
these people on an interest to which they are complete strangers. 

That is all. 

The Cuatrman. Mr. Byrnes will inquire, Mr. Secretary. 

Mr. Byrnes. Mr. Secretary, since what we are talking about here 
is the matter of the worker who has exhausted his benefits, do you 
have figures on the exhaustion of benefits ? 

Secretary Mrrcneti. Yes, Mr. Byrnes. 
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Mr. Byrnes. Particularly exhaustion with some relation to those 
covered then for the previous years. 

Secretary Mrrcueti. As I said in my statement, Mr. Byrnes, we 
estimate that there will be 2.3 million workers who will exhaust their 
benefits in this calendar year. 

Mr. Byrnes. What I am trying to get at is the relative rate of ex- 
haustion which has been going on in the last 5 or 6 months, whether 
you keep track of that from month to month or period to period. 

Secretary Mrrcneiy. Yes; we have them here. I have a table here 
beginning back in January of 1958. How far back do you wish me 
to go? 

Mr. Byrnes. For persis of this question, can you tell me whether 
the percentage relationship is' going up or going down ? 

Secretary Mrrcnety. It is going up, sir. 

Mr. Byrnes. It is going up 

Secretary MrrcHe.y. Yes. 

Mr. Byrnes. Am I not correct that most States determine the dura- 
tion of benefits on one basis at least of the length of time that a person 
has been under employment ? 

Secretary Mircnem. And the earnings; yes, sir. 

Mr. Byrnes. But the period of employment is a factor in that 
formula ? 

Secretary Mrrcue.u. In some States; yes, sir. 

Mr. Byrnes. So that, normally the person who has the least sen- 
iority, the last fellow in, in other words, is one of the first men out in 
any contraction. 

Secretary Mrrcneiy. That is right. 

Mr. Byrnes. If it is on that basis, his benefits are going to be for 
a shorter period of time. 

Secretary Mrrcnety. Yes, and to that question, Mr. Byrnes, it is 
true that the man with the least seniority is usually the first man laid 
off and the last man to be rehired. In other words, the people who 
may be laid off now will probably be the people who are first hired 
hack because of the seniority system, so that that poses the problem of 
heavier exhaustions than you might otherwise estimate based upon 
the number of people unemployed or the number of people in covered 
employment, because it is likely that those people who were laid off 
early continue unemployed unless job opportunities everywhere step 
up dramatically. 

Mr. Byrnes. I understand that and that is why it seemed to me that 
probably the people that were let out, let us say, last November or 
December would have had a higher rate of exhaustion moving into 
that period because they would be those workers who had been working 
the shortest time, moving around in the Jabor market and probably 
more in the nature of floating employees but that they were exhausted 
prior to the current year and now as time went on you would get 
workers of a different character and therefore your percentage would 
be going down. 

Secretary Mrrcnetyi. The whole experience in 1949-50, and 1953-54, 
would indicate to the contrary, that even after a business upturn the 
number of people in covered unemployment who exhaust their benefits 
increases rather than decreases. That is the reason that we anticipate 
such a high level of exhaustions for the balance of this year. 
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Mr. Byrnes. I have seen figures, Mr. Secretary, showing that for 
the first quarter of this year, January, February, and March, it is 
estimated that the exhaustions as a percentage of covered employment 
jn previous years would run about 1.37 percent. Do you have any 
figures there ¢ 

Secretary Mrrcne.y. I have no figures. I can give you the numbers 
but not the percentages. 

Mr. Byrnes. That would be about 535,000 exhaustions. 

Secretary Mircuety. Well, the exhaustions in January were 147,000 
and in February 145,500, and in March we are estimating 187,500, 
which is about 500,000. 

Mr. Byrnes. The figure of 535,000 for the 3 months would not be 
an unreasonable figure. 

Secretary Mircue.y. No. 

Mr. Byrnes. My understanding is that that is about 1.37 percent 
of the covered employment during last year. 

Secretary Mrrcnety. That may be. 

Mr. Byrnes. That being the case, if we had a situation where we had 
a similar exhaustion in July and September of 1954, in that quarter, 
we had an exhaustion rate of 2.30 percent in January to March of 
1950, in October through December of 1949 an exhaustion rate of 1.79 
percent, and in July through September of 1949, 1.61 percent, funda- 
mentally we do not have today the picture of exhaustion that is ¢ any 
more disastrous than we had during some other periods within the last 
10 years. 

Secretary Mrrcnety. Well, I think that we probably, as of the mo- 
ment, are, in terms of the period of time and the number of exhaus- 
tions, not much different than in 1949 and 1954. 

Mr. Byrnes. And not necessarily as bad as we were in 1950. 

Secretary Mircueti. However, it seems to me that when you get 
exhaustions up into these numbers and people who may not have the 
opportunity for immediate employment even though there is a business 
upturn in the middle or latter part of this year, that because of the 
nature of the unemployment that the number of people who will have 
exhausted their unemployment compensation that will not have job 
opportunities is going to be, as I said, about 2.3 million in calendar 
year 1958 and, regardless of comparisons with 1953, 1954 or 1949, to 
me when there are 2.3 million people who have exhausted their 
benefits and who may not have immediate job opportunities I am 
concerned about the welfare of those people, and I think that they need 
assistance. 

Mr. Byrnes. Do not those people need assistance, Mr. Secretary, as 
individuals? Irrespective of how many there are, does individual 
need become any worse just because there is a lot of unemployed or 
does it become any better because there are fewer unemployed ? 

Secretary Mrrcnety. Certainly, to the man who is unemployed and 
cannot get a job, it is a very serious matter and when you get, as we 
anticipate, relatively large numbers, we feel that here in this Federal- 
State employment security program is an opportunity to assist these 
people who are unemployed through no fault of their own. 

Mr. Byrnes. What I am concerned about is if we get into this now 
and have this supplemental imposition of the Federal Government into 
the State system at this time, how do we distinguish the time now as 
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against some other time in the future, let us say, when the exhaustions 
go down to five-tenths of 1 percent or some other figure besides the 
figure you have today ? 

In other words, we say we are doing this in terms of a large number 
today but yet we always come back and say, “Well, it is the individual 
that we are worried about.” 

Do you not have to worry about that individual if that is the case 
no matter what your general unemployment is ? 

That is why I worry as to whether or not we are not getting into 
something which by doing this would become a permanent proposition. 

Secretary Mrrcnetty. I do not think so, Mr. Byrnes. 

As you know our proposal carries a definite cutoff date and I would 
hope that, as a result as we have urged now for 4 years, the States 
would look at the adequacies of their own programs in a deliberate 
way and seek to increase their benefit levels and their duration where 
necessary. 

There is always the risk of extension. You run the risk that having 
introduced a new factor into a system that that becomes a permanent 
part of the system. 

I would hope that this would not. But I do not think that that is 
sufficient reason to me for not doing something now to help these large 
numbers of people. 

Mr. Byrnes. I have seen and you have, too, Mr. Secretary, legis- 
lation containing cutoff dates and particularly if it is furnishing 
money to somebody the door then becomes wide open and those dates 
are constantly extended time after time. 

All you have to do is look at any of the programs of Federal aid 
and you find that once they are started they very seldom terminate. 

Let me ask this, Mr. Secretary. What is the basic philosophy be- 
hind this proposal? Is it to improve the general purchasing power 
in the community or is it to aid these people who are in this unfor- 
tunate situation ¢ 

Secretary Mrrcnett. I think it is both, Mr. Byrnes. 

I think that in aiding these people who cannot secure jobs that you 
are at the same time increasing the purchasing power of the com- 
munity. 

Mr. Byrnes. You are only affecting 1 percent of your workers so 
that it cannot have very much of an impact. 

Secretary Mircnety. It will have some impact. 

Mr. Byrnes. It will have some? 

Secretary Mircnetu. Yes. 

Mr. Byrnes. Do you consider it more in the nature of a relief pro- 
gram for these individuals ? 

Secretary Mircuetu. No, sir. This is incorporated, as we propose 
it, into the Federal-State system and the eligibility requirements, the 
disqualification requirements of the Federal-State unemployment 
security system will obtain. The question is whether or not basically 
the man is eligible under the State laws and whether he can get a job. 
I do not consider this to be relief any more than I would consider the 
unemployment compensation program to be a relief program. 

Mr. Byrnes. Well, the unemployment compensation program as 
such does have the nature at least of an insurance concept and a con- 
tract, does it not? 

Secretary Mircney. Yes. 
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Mr. Byrnes. Yet here there is nothing in this of the nature of an 
insurance concept where you simply go out and say, because you hap- 
ened to exhaust your benefits after January 1, 1948, the Federal 
F remainamh will step in and continue the benefits that you were to 
derive under the prior contract. 

Secretary Mircue.v. To the extent that it is related to what you call 
the prior contract, to that extent it has the elements of it. 

Mr. Byrnes. What I am trying to get at, really, is what justification 
do we have in picking on basically the State BReMplOy MRT cOMpeRetr 
tion system to impose on them a form of repayment! 

Secretary Mircueti. Well, I think there is this justification, Mr. 
Byrnes: 

‘One, there is an immediate need for those people who have ex- 
hausted their benefits. The Federal-State employment security pro- 
gram has demonstrated over the years its effectiveness in determining 
eligibility for unemployment compensation. 

Here you have a nationwide organization with skilled people who 
are working in this field. 

It seems to me that the justification for using this mechanism to 
help those people who are unemployed is fairly obvious. If there is 
need, and I think there is need, is it not much better to use an existing 
system which is well managed, well organized in the various States to 
meet the need rather than to try to do it some other way ? 

Mr. Byrnes. One of the problems I get into in this phase of it, Mr. 
Secretary, is that it seems to me that what you are then is giving, 
within this group, more aid to those that are less in need than others 
inthe group. Let me carry that further and explain what I mean. 

Your benefits in your State, for the most part, are determined by the 
length of employment and the wage level, are they not? 

Secretary Mircuexy. That is right, sir. 

Mr. Byrnes. And your system is geared to that. 

Secretary MircHe.y. That is right. 

Mr. Byrnes. Now, the employee in the State with the best employ- 
ment record and the higher salary will, under your plan, get more from 
this superimposed Federal benefit than will the ool who has worked 
a shorter period of time at a lower wage. It seems to me that when 
you get into the problems of the unemployed, we should try not to 
favor those who probably have been better able to take care of their 
need for a rainy day better than we do the person who is less able to 
provide for a rainy day. 

Secretary Mircueti. Of course, Mr. Byrnes, we could find inequities 
in most any system and what we are trying to get here is a system 
that will act with speed and that will follow the State qualification 
criteria and State benefits. You could rationalize that this is inequita- 
ble in many ways, but I always come back to the point that I have been 
trying to make here that it is a quick, prompt way of helping the maxi- 
mum number of people immediately. 

Mr. Byrnes. Well, I think it certainly satisfies that requirement. for 
speed and ease, I suspect, but the thing that bothers me is whether it 
also satisfies the test which I think must be applied to any Federal 
legislation of this nature as to whether it qualifies and meets the test 
of equity as between our people; and that is the aspect of it that bothers 
me. It bothers me because we use the unemployment-compensation 
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formula which I think leads to some inequitable results. We use the 
cutoff date of January 1, 1958, as another phase of discriminating in 
a sense between workers, one of whom exhausts his on December 23 
and the other on January 23, and we take care of one but not the 
other. 

Those tests and problems bother me as much as anything in this 
subject. It is another question besides the question which also bothers 
me as to what we are doing in the sense of getting our foot in the 
door into a State system and saying, “You have got to take this.” 

I would like to ask this question along the lines discussed by my 
colleague, Mr. Harrison. You certainly do not contemplate where 

ou can force the State to take on something that he is going to turn 
it down and make it that much more complicated for you? 

Secretary Mircuet.. I do not. 

Mr. Byrnes. Under this plan, since you do not give him any al- 
ternative, any way except to accept it and pay the bill for it, the net 
effect. of this is to say, “We are going into every State whether you 
like it or not and superimpose this upon your unemployment com- 
pensation system and we are going to tax your employees. Irrespec- 
tive of the basis on which you tax your employees to build up the 
fund we are going to tax them on a level rate until the money has 
been paid back into the Federal Government.” 

Secretary Mrrcnery. Well, it is difficult for me, Mr. Byrnes, to 
visualize a situation where a State would not wish to have its unem- 
ployed people who have exhausted their State benefits helped. 

Mr. Byrnes. We have had some legislatures that have met very 
recently and have adjourned. They have met since this problem has 
come up. If they had that feeling they could have readily changed 
their law and taken care of this problem within the framework of 
an already existing situation and I think you will find that those 
are not what one would call the States that are backward and have 
no wealth or capacity upon which to enlarge their system, so that 
that, too, gives me cause to ponder this thing where even the States 
that have the capacity to do it for themselves have said, “No, we are 
not going to do it.” 

That is all, Mr. Chairman. 

The CHatrMaNn. Mr. Karsten will inquire, Mr. Secretary. 

Mr. Karsten. Mr. Secretary, in my home city of St. Louis, we have 
had a great rise in unemployment. I think we have something in 
excess of 70,000 people out of work. That leads to great interest in 
this legislation in areas such as St. Louis. I have several questions 
I would like to ask you about the bill. 

Will you turn to page 3, Mr. Secretary, section 103. This section 
appears to give you authorization to enter into agreements with the 
various States. 

Secretary Mircuetz. I cannot hear you, Mr. Karsten. Excuse me. 

Mr. Karsten. This section appears to confer authority upon you 
to enter into agreements with the governors of the various States. 
I recall a few years ago when we passed the Veterans Readjustment 
Act and title 15 of the Social Security Act providing unemployment 
compensation for Federal workers and those acts had a similar de- 
vice. 

Secretary Mircnety. That is right, sir. 





FEDERAL UNEMPLOYMENT COMPENSATION BENEFITS 31 


Mr. Karsten. It has been said that some of the governors of the 
States have no authority at the present time to enter into an agree- 
ment of that kind. 

I wonder if you could comment on that ? 

Secretary Mircueityt. We do not believe that the governors lack 
authority to enter into such an agreement as is outlined in section 103. 

Mr. Karsten. It seems to me if I recall correctly that it was said 
that the States would have to secure special authorizations from their 
legislatures in connection with the Veterans Readjustment Act and 
title 15 of the Social Security Act. 

Secretary Mircuety. Mr. Brown tells me that the answer is “No” 
to that ; they did not. 

Mr. Karsten. They did not have to do that. 

I wonder if you can give us any up-to-date figures on the balance 
of the unemployment trust fund as of today? I think the last I saw 
of it was December 31 of last year when it was around $8.6 billion. 

Secretary Mircueit. We have the figures here. 

Mr. Karsren. Would you put them in the record ¢ 

Secretary Mircuetn. As of December 31, 1957, at is $8,662 million. 

Mr. Karsten. What is it as of today ? 

Secretary Mircueny. This is $8,662 million. 

Mr. Karsren. What is its condition as of today ? 

Secretary Mrrcnetu. We do not have those figures. 

Mr. Karsren. Has it shown a substantial decline? 

Secretary Mircnein. 1 doubt it. 

Mr. Kaxsren. You doubt it. Could you tell me what would be the 
condition of the railroad unemployment-insurance fund as of today ? 
I think they pay a 244-percent premium into that, as distinguished 
from State unemployment plan. 

Secretary Mircuett. We would have to supply those figures. 

Mr. Karsten. I think it essential to have that information because 
if we are writing legislation that is going to charge these funds we 
ought to have accurate and up-to-date information as to their 
condition. 

Secretary Mrrcnetn. We will endeavor, Mr. Karsten, to get the 
figures if they are available up to the moment on the State fund 
and get the figures on the railroad retirement. 

(The above mentioned figures are on p. 42.) 

Mr. Karsten. In my State we have a program under which we 
pay unemployment compensation for a minimum period of 12 weeks 
and a maximum period of 26, which would strike an average of about 
18. Under the administration proposal, you would extend that for 
half of the maximum or half of the minimum time; is that correct? 

Secretary MrrcHety. We would extend it half of the time of the 
maximum that the recipient gets from the State program. 

Mr. Karsten. Assume that the rectpaant receives 12 weeks of un- 
employment compensation. Then the bill would provide him with 6 
weeks ¢ 

Secretary Mircnety. That is right. 

Mr. Karsten. In that connection, I was rather struck by your use 
of the word “temporary” all through your statement. Do you think 
that this is a temporary thing and that 6 weeks is going to take care 
of it? 
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Secretary Mrrcnety. The program that we have submitted here is 
a temporary program. Certainly I think that the recession—if that is 
what you are directing your question to, the recession that we are in 
is certainly a temporary one and it may be that 8 weeks or 12 weeks 
is not enough under the State system. It may be that 6 weeks may 
not be enough for a given individual under the proposed Federal 
supplementation, but we had to arrive at some formula that seemed 
equitable and fair and in keeping with the States. 

Mr. Karsten. Yes, and of course we are attempting to write legis- 
lation that will meet the problem rather than just touch the top of it. 
We have quite a responsibility here in committee. 

You also referred, on page 1 of your statement, to the fact that the 
unemployment-compensation program is a prerogative of the States. 
Well now, how far would you want to go with that? Would you 
want to turn it all over to them or do you not think that the Federal 
Government has some responsibility or some area in which it should 
operate ? 

Secretary Mrrcueti. Of course, the Federal Government has a 
ae now with certain Federal standards. 

he Federal Government has a responsibility in the supervision of 
the administration of the programs. 

Our popes here does not get into the question of what additional 
Federal standards, if any, need to be imposed because I think that is a 
question for long and serious study. 

Mr. Karsten. But you do feel that we should continue to maintain 
adequate Federal standards even over this temporary program; do 
you not? 

Secretary Mrrconett. The same Federal standards that are exer- 
cised now in relation to the State programs; yes. 

Mr. Karsten. I have one final question. The latest figures on un- 
employment that you have submitted té“the committee were for Feb- 
ruary ; is that correct ? 

Secretary Mrrcneti. That is right, sir. 

Mr. Karsten. When will the new ones be out ? 

Secretary Mircnety. These are Census Bureau figures and they 
probably will be out the first week of April, somewhere around April 
7 or 8. 

Mr. Karsten. Are they in process of development now? Have you 
seen them ? 

Secretary Mrrcnetu. No, [have not seen them. 

Mr. Karsten. You could not comment then on whether they show 
an improvement or further unemployment ? 

Secretary Mircueti. No; I have not seen them. Actually I would 
not see them except on the day of publication. These are Census 
Bureau figures. 

Mr. Karsten. Could you tell me how many additional employees 
we add to our labor force each year? 

Secretary Mircuetx. About an average of 750,000 to 1 million new 
employees. 

Mr. Karsten. 750,000 to a million? 

Secretary Mrrcneti. Yes; that has been the average. It varies 
from year to year. 

Mr. Karsten. Suppose we take the 1 million figure that you quote. 
Would it be reasonable to assume that in June, by virtue of high 
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school and college graduations, that we will perhaps have an addi- 
tional 500,000 workers for which we will have to find jobs or else 
they will be unemployed ? 

Secretary Mircuety. I would not care to speculate on the number 
but the whole pattern of the labor market information over the years 
has been that you always increase the number of people who are look- 
ing for jobs in June. 

The figures, if one looks back over the years, will show a sizable 
increase In the number of job-seeking people in June because of grad- 
uations and usually there is a sharp decline in the number of those 
people in July and in August because the market usually picks 
them up. 

Mr. Karsten. Those people who do get out of school in June, of 
course, would not be eligible for benefits under this program ? 

Secretary Mircneit,. No; because they have no work history. 

Mr. Karsten. That is all, Mr. Chairman. 

The Carman. Mr. Sadlak will inquire, Mr. Secretary. 

Mr. Sapuak. Mr. Secretary, I shall pursue one phase of this, the 
time element which concerns me very deeply. Particularly, on page 
3 of your statement, you allude to the effective date of this bill. I read 
there, quoting you, sir: 

The bill would provide temporary additional benefits to those workers who 

have used up their regular unemployment benefits since the beginning of 1958 
if they are unemployed at any time during the period from 30 days after 
enactment of the measure through March 31, 1959. 
I am trying to figure out the timetable because I believe that many 
of these eailertentes unemployed have been led to believe that as soon 
as Congress passes a measure that they will be able to receive addi- 
tional benefits in about another week or 2. 

Money under the bill before us, which you propose, would not be 
available until 30 days after it has become law. It is my understand- 
ing that, notwithstanding the fact that you are appearing today and 
we have hearings on the 31st and the Ist, that no action will be taken 
by this committee until after the Easter recess so that, if you go into 
executive session commencing about April 14 or 15 that the earliest 
prospect of a bill before the House wank be the following week. By 
the time it gets to the floor it will be May 4 perhaps. Then if it 
is approved and goes to the other body and they have hearings it is 
unlikely that we will have a bill to send to the White House before 
the 15th of June. If it is then approved it will be 30 days and I 
presume 30 days after that for you to provide the necessary machinery 
so that these people who need the money now would not have an op- 
portunity to receive any additional help until about the 1st of August. 

Secretary Mrrcnett. Well, Mr. Sadlak, I hops that your timetable 
can be shortened. 

So far as the 30-day part of it is concerned this was the outside 
limit under which we thought that we would get the machinery into 
effect. 

If we knew fairly quickly the contents of legislation, we could 
shorten that 30-day period considerably and I think we can. 

Mr. Sapiak. But in that, Mr. Secretary, is this: That there would 
not be any eligibility as I understand the bill until the bill was ap- 
proved and then 30 days afterward. 
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Secretary Mrrcuety. No; that is not the intent if that is what it 
says. The intent was that a maximum of 30 days would be required 
to get the benefits in the hands of the individual. We can shorten 
that period by administration action. 

Mr. Sapiak. There is no anticipation here, however, of paying more 
than 1 week at that time. 

In other words, I am trying to determine the payment there. 

Secretary Mrrcenetxt. Assuming that the man had exhausted his 
State benefits he would then resume his contact with the unemploy- 
ment-compensation office and would proceed to get weekly checks in 
the amount of half of the duration that he got from the State. 

Mr. Sapiak. But actually there would be no retroactivity. 

Secretary Mrrcneit. No; he would begin to receive them if he 
were still unemployed as of the time that this bill became law. Bene- 
fits become payable for weeks of unemployment 30 days after the bill 
becomes law. 

Mr. Sapuak. Thank you. 

That is all, Mr. Chairman. 

The Cuatrman. Mr. McCarthy will inquire, Mr. Secretary. 

Mr. McCarruy. Mr. Secretary, I am interested in your statement, 
the second paragraph, in which you state that traditionally the pay- 
ment of unemployment compensation has been considered the proper 
responsibility and prerogative of the States, and then you say: “And 
should continue to be so.” 

Is this the administration position or is this your position ? 

Secretary Mrrenetzu. This is my position and the administration’s 
position. 

Mr. McCartry. What do you mean by “prerogative of the States” ? 

Secretary Mircuetyi. Well, the responsibility of the States and the 
right of the States to determine the amount of benefits and the eligi- 
bility and disqualifications. 

Mr. McCartry. Would you say that your reasoning should be ap- 
plied also with regard to social security and minimum wage ? 

Secretary Mitcuety. No, sir. 

Mr. McCartuy. Why not? 

Secretary Mrrceneri. You have a Federal law in minimum wage 
which I heartily endorse. 

Mr. McCartuy. I know we have the law. 

Secretary Mrrcneii. You have the social-security law. 

Mr. McCarrny. That does not affect responsibility and preroga- 
tive, the fact that there is a Federal law ? 

Secretary Mrrcnetyt. No. However, Mr. McCarthy, if you are lead- 
ing to the question why should not the Federal Government establish 
standards as to duration and level of benefits, it seems to me that in 
discussing this program one has to confine himself to doing something 
that is quick and, as I said before, speedy and unencumbered. 

If you get into the area of trying to establish, by Federal legislation, 
standards which will prevail in all the States, in other words com- 
pletely reconstructing the whole Federal-State employment security 
program at this time, I think that the delay that would result from 
such discussion would make Mr. Sadlak’s timetable look like the 
utmost speed. 

Mr. McCarrny. I am not concerned right now about the timetable. 
We will come to that later. 
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Would you say then that the President’s recommendation which 
has been made every year, I think, since 1953 for national standards to 
be adopted by the States no longer prevails ¢ 

Secretary Mrrcnexy. I beg your pardon. 

Mr. McCarruy. The President every year since 1953 has made 
recommendations that the States improve their programs so that you 
had a national standard for each State in the Union. 

Secretary Mircuett. That is right. The President has recom- 
mended each year that the States examine the adequacies of their un- 
employment insurance programs and have, as an objective, a maxi- 
mum of 26 weeks, and, I believe, 50 percent of the average weekly 
earnings. 

Now, some 42 States in the last 4 years have in one fashion or 
another increased either their duration or their level of benefits or 
both. Very few of them, if any, have brought their level of benefits 
up to the President’s recommendation although they have on dura- 
tion. That does not mean, in my opinion, Mr. McCarthy that, be- 
cause the States have been slow in doing this, that the Federal Gov- 
ernment therefore should immediately move to impose these standards. 

Mr. McCarruy. Do you think it would be good to have standards 
for the whole Nation but nothing should be done by the Federal Gov- 
ernment to bring it about ? 

Secretary Mrrcue.t, I believe that this is a matter that the States 
have been working on and should be permitted to work on to increase 
their benefits. 

Mr. McCarruy. We know it to be the case, of course, that it has 
been a matter of the responsibility of the States but does not the mere 
fact that you are in here talking about emergency legislation indicate 
that the States have not carried out that responsibility ? 

Secretary MircueiL. Well, I am not sure of that, Mr. McCarthy. 
[ think that the unemployment compensation law should be designed 
as the first line of defense in meeting the problem of unemployment 
but I am not sure that it can ever be designed to meet a recession. 

Mr. McCarruy. In other words, it is a program that takes care of 
a problem when there is not much of a problem; is that it? 

Secretary Mircueit. Well, I do not think I said that Mr. Mc- 
Carthy. 

Mr. McCarrny. I think you imply it. 

Secretary Mircneitt. No. It is a program that takes care of tem- 
porary unemployment and certainly temporary unemployment is a 
problem to the man who is unemployed. 

Mr. McCarruy. Do you think the standards should be high enough 
to take care of a recession if not a depression ¢ 

Secretary Mrrcneti. The standards that we have been proposing 
that the States adopt, which is a maximum of 26 weeks, obviously 
do not take care of the kind of a situation we find ourselves in now. 

Mr. McCartruy. Well, is this a recession or depression ? 

Secretary Mircuetit. Mr. McCarthy, I am not going to get into 
semantics with you. 

Mr. McCartuy. You are the people who raised the semantics ques- 
tion about recession and depression since you have denied that this is 
a depression and said it is a recession. 
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Secretary Mrrcuexz. As far as the people who are unemployed are 
concerned, this is a serious matter. 

Mr. McCarruy. You say that the standards that the President pro- 
posed, the standards which we assume he hopes will be adopted and 
established in every State, are in themselves not adequate to meet the 
kind of situation in which we now find ourselves. 

Secretary Mircuety. The standards that the administration has 
proposed to the States in the past obviously in terms of duration are 
not because we are suggesting that the Federal Government add 50 
percent of the weeks that the States have been giving. If it is 26 
weeks, we are proposing an additional 13 weeks. 

Mr. McCarruy. So that you would say that the standards which 
you have been proposing plus the addition of 13 weeks you would con- 
sider adequate to meet what is today labeled a recession ¢ 

Secretary Mircuei. Yes. 

Mr. McCarruy. But you do not want us to make permanent stand- 
ards which would meet a recession ? 

Secretary Mircneni. I am saying, sir, that in my opinion, prac- 
tically if the Congress gets into a debate and discussion on the impo- 
sition of Federal standards as to the area of qualifications, of eligi- 
bility, of benefit levels and duration, then you will never get this 
money that is needed in the hands of the people who need it while 
they need it. 

Mr. McCarrny. Assuming we did not have that problem of time, 
what would the administration’s position be if we pass an emergency 
program and come in here and hold hearings to establish a permanent 
program ? 

Secretary Mircnexx. At that point I will discuss the administra- 
tion’s position. 

Mr. McCarruy. Could you tell me how we can tell really when a 
member of the Cabinet is giving his own opinion and when he is 
speaking for the administration ? 

Secretary Mircneiz. I am speaking in my own opinion, Mr. Mc- 
Carthy, and the administration’s opinion. 

Mr. McCarrtuy. At the same time? 

Secretary Mircneti. At the same time. 

Mr. McCarruy. We have some problems. The Secretary of Com- 
merce was before us last week and he said, “We try to work both 
sides of the street a little.” 

Secretary Mircuet.. I did not hear that, sir. 

Mr. McCarruy. He said, “We try to work both sides of the street.” 

Secretary Mrrcuett. Who said that? 

Mr. McCartuy. The Secretary of Commerce. Could you tell me 
whether that is the same as the middle of the road program ? 

Secretary Mrrcneiy. Well, you do not expect me to answer that. 

Mr. McCarruy. I wish you would. It would enable us to know a 
little better what the administration wants. 

Secretary Mircnety. Well, what the administration wants is very 
clear right here. 

Mr. McCarrny. The administration wants this. The administra- 
tion then, I assume, is opposed to the bills introduced by Mr. McCor- 
mack and Mr. Mills, which are also an emergency program. 

Secretary Mrrcneiy. Yes, because, as I read the bills introduced 
by Mr. Mills and Mr. McCormack, while they adhere to the idea of 
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an emergency program as we have set it forth, they do set different 
levels of benefits in the States than the States now contain and you 
would be faced with this very practical problem of two men from the 
same plant laid off at different times who would possibly be receiving 
different levels of benefits; and, of course, you have the uniform 
duration of the Mills bill. 

Mr. McCarruy. Could you suggest any amendments to the Mills- 
McCormack bills which might at least reduce the inequities ? 

Secretary Mircuety. I would suggest that the committee consider 
very seriously the administration’s proposal as embodied in H. R. 
11679 which we think is the most practical, expeditious, and unencum- 
bered way of getting at this problem. 

Mr. McCarruy. Let me ask this question: If we could very quickly, 
at least within the same time schedule that might be necessary in order 
to pass and put into effect the program that you are proposing, pass a 
bill which established some permanent standards and which did 
require that the levels be raised somewhat in keeping with the Presi- 
dent’s recommendations of 1953, 1954, 1955, 1956, and 1957 plus the 
additional 13 weeks that you are now recommending, would you or 
the administration favor such action ? 

Secretary Mircueny. No. 

Mr. McCarruy. Can you tell me this: Has there ever been any basic 
social legislation, any of the basic social laws that we have on the 
statutes of this country passed in a time which was not labeled an 
emergency: social security, Federal deposit insurance? 

Secretary Mircuety. Well, they were passed at a time when there 
was evident need but they were passed with full recognition that they 
were going to be a basic and integral part of our Federal laws. 

This proposal of ours is labeled and we hope it will continue to be a 
temporary program and it is not intended to present this to Congress 
as an addition to the basic social legislation of the Congress. 

Mr. McCarruy. Am I conclude that when you use the word “tem- 
porary,” you mean that you intend to recommend something perma- 
nent and that when you use the word “emergency,” you mean that 
that is the end of the road? 

Secretary Mrrcnety. When I use the word “temporary” in relation 
to this bill, I mean that the bill should expire as of March 31, 1959, 
and that the Federal-State employment compensation system or the 
employment security system continue as it has continued in the past. 

Mr. McCarruy. With no change or improvements ? 

Secretary Mircueiy. That is right; no changes or no improvements 
except those changes and improvements which the States, I believe, 
should make. 

Mr. McCartruy. And you think this is the kind of principle that 
should apply to this and you say that because social security exists 
under the Federal law that this principle does not apply ? 

Secretary Mrrcuett. I believe in the area of unemployment com- 

nsation that the responsibility for level of benefits, duration, eligi- 

ility, should be left to the States. 

I have enough confidence that, given the incentive, given the de- 
liberation that is necessary, that most of our States in this field under 
normal circumstances can meet the needs of their citizens. 

Mr. McCartuy. I am somewhat concerned about an indicated di- 
rection of administration policy. Your statement here caused me to 
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ask about it. As you know, the budget message recommended that 
the Federal Government withdraw from vocational education, that it 
withdraw from the Hill-Burton program, that it withdraw from cer- 
tain other programs in which the Federal Government has tradi- 
tionally accepted some responsibility. Is that in keeping with this 
administration’s philosophy being across the board or is it being ap- 
plied selectively ? 

Secretary Mrrcueti. As you know, Mr. McCarthy, the recommen- 
dations that you have alluded to were the recommendations of a com- 
mittee which consisted of representatives of the Federal Government 
and 6 or 7 governors who were representing the Council of State 
Governments. 

Mr. McCarruy. They were restated, were they not, in the budget 
message ¢ 

Secretary Mrrcnett. They were restated in the budget message 
based on the recommendation of this committee on which the States 
were represented. 

Mr. McCarrny. You are not suggesting that the administration is 
seeking to avoid responsibility or at least to spread responsibility for 
those recommendations on the basis that they were recommended by 
this joint committee which has no official standing. 

Secretary Mrrowety. No. The recommendations are the responsi- 
bility of the President. He madethem. He made them in the budget 
message. 

I am merely stating that this committee is of the same mind. 

Mr. McCarruy. Well, that is right, but what I want to know is 
whether or not this philosophy which you seem to restate here is one 
which the administration hopes to spread to other areas of govern- 
ment and that we may expect you to come in next and say that 
minimum-wage determinations are the responsibility and prerogative 
of the States and social security and retirement legislation are the re- 
sponsibility and prerogative of the States. 

Secretary Mrrcuetu. I do not think so; no. 

Mr. McCarruy. Would it not be consistent with the philosophy or 
this principle? 

Secretary Mircuez. No; it would be inconsistent. 

Mr. McCartny. Why? 

Secretary Mrrcnetu. Let me point out, Mr. McCarthy, that the 
Federal-State system of employment security has worked well for 
many years. It has its faults, like many pieces of legislation, includ- 
ing the minimum wage. 

fr. McCartuy. Let us compare it with minimum wage since I think 
the two are closely allied. 

Secretary Mrrcue.i. I am talking directly now to Federal-State em- 
ployment security problems. Here you have a program which is both 
Federal and State in its responsibilities. The Federal Government 
has certain responsibilities. The State has certain responsibilities. I 
think the relationship that now exists is a sound relationship. I would 
not advocate disturbing it. 

I do think that the States need to look at the adequacies of their 
benefits and the duration of their benefits to improve them, but I do 
not think that the Federal Government should seek to improve those 
levels of benefits by Federal standards. 
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Now, as to comparison with minimum wage, I think you are talking 

about two different kinds of social legislation, and I do not think they 
are directly comparable. 

I believe we should have a Federal minimum wage. I believe that 
the number of people covered by the Federal minimum wage should be 
expended, and I believe, too, that the States in those businesses which 
are purely intrastate should pass minimum wage legislation as it 
applies to those people. 

Mr. McCarruy. I have just one other question, Mr. Secretary. In 
the same New York Times report which Mr. Harrison referred to, you 
are quoted as saying: 

Chief among the additional measures is the major and substantial cut in 
personal and business taxes. This action I can assure you is being fully con- 
sidered and its details worked out. 

Then you change tense or at least the New York Times does, and 
says: 

It is ready for immediate use as an additional stimulus to the economy and 
will be used if necessary. 

Now, in the one sentence you are considering it. In the next sen- 
tence, according to the New York Times, you have it ready. What is 
the program ¢ 

Secretary MircnHeti. The program, Mr. McCarthy, is a matter for 
the administration to announce when it considers it necessary. 

Mr. McCartny. This is an administration program, then, and they 
have a program, have they ¢ 

Secretary Mircuen. The President has said, the Vice President 
has said, the Secretary of the Treasury has said, T believ e, that if and 
when a tax cut is determined to be necessary the ‘administration would 
propose it. 

Mr. McCarruy. But they do not necessarily have one? 

Secretary Mircneti. I think I have answered the question, Mr. 
McCarthy. 

Mr. McCarruy. I must say, Mr. Secretary, that I for one have 
suffered since Mr. Stassen left the administration because when he 
was with the administration and took a stand you could be almost 
sure that it was not supported by the administration. 

Since that time I have been trying to find out who shares his fune- 
tion with the administration. It seems now that it is shared between 
you and the Vice President and the Secretary of the Treasury at least 
insofar as taxes are concerned, It would be most helpful ‘to us on 
this committee, and I think to the people of the country, if we could 
have some certainty as to where the administration does stand on 
these vital issues and if we had some way of knowing when a Cabinet 
member speaks for himself and when he speaks for the administration. 

Secretary Mircnett. Mr. McCarthy, may I say again to you that 
[ am presenting this morning to this committee a proposal to help al- 
leviate the problem of unemployed people who have exhausted their 
benefit. This is the administration’s program. It.is my program, and 
I urge that the committee consider it seriously. 

Mr. McCarriy. I am sure the committee will consider it seriously. 

Thank you, Mr. Secretary. 

Thank you, Mr. Chairman. 

Mr. Foranp (presiding)...Mr. Baker, of Tennessee, will inquire. 
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Mr. Baxer. Mr. Secretary, how many unemployed people are there 
who have exhausted their benefits before January 1, 1958, that are not 
entitled to benefits under either proposal. 

Secretary MircHeiy. We do not have that figure. 

Let me point out the difficulty. We had to arrive at some cutoff 
date or date at which this program would begin and we determined 
January 1, 1958. 

To determine how many people have exhausted their benefits and 
are not yet reemployed going back any further than 1958 would be a 
very difficult matter because they may be reemployed, they may have 
left the labor market, there may be a new series of claims and we 
thought going back to January 1, 1958, was the soundest approach 
we could get. 

Mr. Baxer. If you do not mind me interposing, I think you mis- 
understood the import. I am not asking in a critical manner. 

Secretary Mircue.. I understand. 

Mr. Baker. Do you have any way of determining that figure and 
supplying it for the record ? 

acaiers MitcHett. We can determine the number of exhaustions 
by months going back to whatever point you want. 

Mr. Baxer. Say back to the middle of 1957. 

Secretary Mrrcue.yi. We could do that, sir. 

Mr. Baxer. I would like that. 

Secretary Mrrcueii. We cannot tell you how many of those people 
who have exhausted their payments may be reemployed. 

Mr. Baxer. I see. Do you have any statistics or estimates as to 
the number of unemployed who are not covered ? 

Secretary Mircnett. Well, as I stated earlier I believe, Mr. Baker, 
when you look at the State system, the railroad retirement, Korean 
veterans, Federal employees, there are about 3,800,000 people now 
receiving unemployment compensation or were covered by unemploy- 
ment compensation but not eligible for benefits. The February census 
unemployment figures were 5,173,000. We might presume it would be 
the difference between those two. 

Mr. Baker. That would be about 2 million. 

Secretary Mrrcwe.y. It is 1,365,000. 

(The breakdown is on p. 42.) 

Mr. Baxer. Now, the next question you may want to refer to Mr. 
Rothman. Could Tennessee take advantage of this proposal without 
legislative action ? 

retary Mircue... The answer to that is “Yes,” sir. 

Mr. Baxer. This proposed tax is levied without regard to the 
experience factor? 

Secretary Mircwey. Yes, sir. 

ere: AR Do you believe in the experience factor? Is it a good 
thing 

Secretary Mircuets. Yes, sir. 

Mr. Baxrr. It has been proposed by some people and certainly by 
one rather responsible chain of newspapers editorially that this pro- 
gram be financed by taking $1 billion out of this trust fund which you 
said now has $8,662 million. What is your comment on that? 

Secretary Mrrenett. That would require legislation on the part of 
the severa] States. / pias 

Mr. Baxer. It would require legislation ? 
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Secretary Mrrcneiu. On the part of the States, sir, because these 
are State funds held in trust. 

Mr. Baker. The next question you may have covered in a general 
way, but if you have I did not get it. What is your objection to 
making the plan optional ? 

Secretary Mirconez. Well, since this is a Federal program, 
financed, as I said, from a Federal tax, it seems to me that the Federal 
Government is aa the responsibilit, of seeing that the benefits 
get in the hands of all of its citizens. If this program were to be 
made optional, it seemed to us that this might well require individual 
State legislative action in order to decide whether or not the State 
wished to take the option. 

Mr. Baxer. Without expressing my view at all and I certainly am 
not doing that, I am being objective, I hear so much talk about spe- 
cial sessions of legislatures being undesirable or involving some great 
compltications. 

I do not see it that way. I was once a member of the State legis- 
jature for 2 years. 

What objections are there to having special sessions of the legis- 
jatures ? 

Secretary Mircue.y. Well, it would seem to me that this would 
delay the implementation of the program. 

Mr. Baxer. You mean from the time element ? 

Secretary Mircuett. From the time element; yes, sir. 

Mr. Baxer. You do not take any particular time in Tennessee, the 
same as you do in Congress. I think most States are that way. Cer- 
tainly you can convene them in special sessions within a week. 

I may be wrong about some States, but I do not think there is any 
particular time. 

Do you know, Mr. Rothman, if there is any long period of time in 
any State in which you have to give notice to have a special session ? 

Mr. Roruman. It varies from State to State, sir, and I could not 
say what it is in any particular State. 

Mr. Baxer. None would have over 30 days. 

Mr. Roruman. You may find local conditions will vary on that. 

Mr. Baxer. There is one other question on the experience factor 
which worries me considerably. Would you care to comment further 
on why that was not taken into account in this temporary legislation, 
Secretary Mitchell? 

Secretary Mrrcue.u. The merit system ? 

Mr. Baxer. That is right. 

_ Secretary Mircuety. We believe that the merit system should con- 
tinue to be an integral part of the Federal-State Employment 
Security Act. Here, however, we are dealing with an emergency 
nena program and it seems to me that you could not get into the 
whole merit system basis without considerable legislative action and, 
of course, you have the experience factor by States, The Federal 
tax which we are talking about here does not now taken into consid- 
— the merit factor. It is a 0.3 percent tax right across the 

ard. 

Mr. Baxer. As I understood you a few days ago when you were 
before the committee, the Department of Labor has not broken down 


sectionally as to parts of the country, areawise, the unemployment 
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situation. You do have specific figures, I understand. What I am 
trying to say is, Do you have those figures industry by industry # 

Secretary Mircnett. By unemployment ? 

Mr. Baxer. Yes. 

Secretary Mircue.u. No, sir. 

Mr. Baker. It seems to me that it would be important for this com- 
mittee to have it by industries, perhaps not segments of industry but 
that would even be more helpful. Is that a big job to get to supply 
to the committee ¢ 

Secretary Mircuett. We can take a look at it, Mr. Baker, and see 
what figures are available. 

Mr. Baker. That would be more germane to the bill on which we 
just finished having hearings, but I think it might be rather germane 
here. 

If it is not too big a job, would you have someone file that ? 

Secretary Mircueiy. We will take a look at it. 

Mr. Baker. If it is supplied, can that be made a part of the record, 
then, Mr. Chairman ? 

Mr. Foranp. Without objection, it will be incorporated into the 
record as part of the Secretary’s remarks. 

(The information referred to follows :) 

Apri 8, 1958. 
Hon. WILsBour D. MILLs, 


Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN Mitts: During my testimony before the committee on 
March 28, 1958, on legislation for temporary unemployment compensation, I 
agreed to supply certain additional information requested by members of the 
committee. 

Congressman Frank M. Karsten requested information as to the status of the 
Railroad Unemployment Insurance Fund (p. 50 of the stenographic transcript 
of the hearings on that date). I have been advised by the Chairman of the 
Railroad Retirement Board that as of the end of February 1958, the Railroad 
Unemployment Insurance Fund totaled $225,693,946. 

Congressman Howard H. Baker requested information as to the number of 
persons who had exhausted their unemployment compensation benefits from the 
middle of 1957 to the beginning of 1958 (p. 71). The following table shows the 
total number of such persons. 














| eettrosid iat 
Month | employment Other 
jcompensation 
ae 1 

Ne I a cg eens cwnn cd LIA W EL BL. UK 1, 640 | 98, 872 
August 1957. _- Priced nai aheNe nda ti umnam anette opp 10 91, 552 
NN StS od ccc kee. a aos ee es 25 82, 893 
Cebeeet Ms - 61440 @0-- ert ash 2 i. doch t 6554005 Ohi wad d-- 22} A 4 319 | 94, 479 
November 1957____- <add oe tun bidthon cencciaee ewe homed 622 | 84, 386 
spememiiee 1067 os... 3 oi I. sd. . ob Ssh}... SHS atJ 1, 132 | 101, 575 


MOUS. I6i ie. DUS) 918 a eo Ou oF i4 3, 748 | 862, 757 


Congressman Baker requested figures on employment industry by industry 
(p. 75). The enclosed four charts compare February 1957 with February 1958 
with respect to employment in manufacturing industries, the unemployment rate 
by industry, employees in nonagricultural establishments by industry, ‘and un- 
employment rates by industry. 

Congressman Thaddeus M. Machrowicz requested the most recent: available 
figures’ on the number of claimants for unemployment compensation (p. 83). 
Insured unemployment under State unemployment compensation programs and 
the program for,;Federal civilian employees totaled 3,278,900 persons in the week 
ended March 22. The number of insured unemployed under the unemployment 
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compensation for veterans program was 18,400, and we are advised the number 
under the railroad program was 149,000. These figures represent individuals 
who were eligible for benefits; they do not include the unemployed who failed 
to qualify for any unemployment compensation or had exhausted their benefit 
rights. 

I trust this information is satisfactory and if there is any further way I can 
be of assistance, please let me know. 

Sincerely yours, 
JAMES P. MITCHELL, 
Secretary of Labor. 


Employment in manufacturing industries, February 1958 and February 1957 





Employment 
February | February Net Decline 
1958 1957 decline 





Thousands | Thousands | Thousands | Percent 
8.0 


III 5 tino 5 tin gindecieen none oons Renuticstreeeaniains 15, 586 16, 945 —1, 359 
ee nn cer ecnccnseceses 8, 859 9, 992 —1, 133 11.3 
LES 6, 727 6, 953 — 226 3.3 
Industries with greater than average decline (percent): 
le A oo wahdichsorceten secede ewene 1, 120.9 1, 348.8 —227.9 —16.9 
Blast furnaces, steel works, and rolling mills___- 536. 4 662. 2 —125.8 —19.0 
‘Transportation equipment. -__...........--..------- 1, 682.1 1, 984. 7 —302.6 —15.2 
oh ho oon cn nn ccncesess 717.1 865. 4 —148 3 —17.1 
MNba athGedenewedsvepse Sc... 2cn cco cenns 761.8 904.8 —143 0 —15.8 
Machinery (except electrical) ...........-.....--.-_- 1, 533.9 1, 763. 6 —229.7 —13.0 
Metalworking, special, and general industrial 
I Go nc ceeeduls Sobek ci. oe cated 651.3 746.7 —95.4 —12.8 
es ocitinguinness 117.8 130. 6 —12.8 —9.8 
ND SN iis puteipwiccnsnccccndencens 1, 123. 4 1, 232.0 —108.6 —8.8 
Electrical ee apparatus, etc...._..._..- 383.3 430. 1 —46 8 —10.9 
Rs ice I ee 1, 039. 7 1, 138.8 —99. 1 —8.7 
re Bs onncceancntencessbunnce 313.7 341.2 —27.5 —8.1 
Industries with smaller than average decline (percent): 
OE Re ae a See ne Serre eee 942.2 1, 024. 5 —82.3 —8.0 
I idinwdneiniwespeanasineoswn 504. 0 543.0 —39.0 —7.2 
Is enn RIG CREAR RUDEL CRAPS eCEk as ScwKKREae0-0~ 252.8 271.1 —18.3 —6.8 
NEE SEL IAL ALES AEE 86.8 92 6 —5.8 —6.3 
Miscellaneous manufacturing. ----..............-..- 449.2 447.6 —28.4 —5.9 
hn ine edoneentsgnen 619.3 657.4 —38.1 —5.8 
Td plat oot i Seen cameehws andiooenors 355.2 373.9 —18.7 —5.0 
NID Ladle c cadedechetansebtnarvchosboues 807.0 835.7 —28.7 —3.4 
ota lhe odie debiniihcats 1, 189. 4 1, 228.5 —39. 1 —3.2 
WUE. . cattiuhen coed eekel deep ndaiekia 558.9 573.1 —14.2 —2.5 
0 RS IIE IP LODE LIPS ILE SE IGAATI ES 1, 400. 4 1, 429.2 —28.8 —2.0 
RRs te dics obbcrdele he pansamb ade be desiree 250. 8 255.9 —5.1 —2.0 
OURO .. 5p s'scbdeds cdatwieccieccscasesetowese 377.4 381.3 —3.9 —1.0 
I a re a re eased 861.1 861.0 +.1 () 
1 Less than 0.01 percent. 


Nore.—Figures for February 1958 are preliminary. 
Source: Division of Manpower and Employment Statistics, Bureau of Labor Statistics, March-31, 1958. 
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Employees in nonagricultural establishments, by industry, February 1958 and 
February 1957 


{in thousands] 








Net change 
Industry division and group February 1958 February 1957) from Febru- 
ary 1957 

TONG. dashes boi ohh es Bs doth ekes te 50, 314 51, 704 —1,390 
ON a Sianinn scant beein avidin tnindasng ere 15, 586 16, 945 —1, 359 
ED MI wocnnncininc<whescditcyie psdenadeemupensertee 8, 859 9, 992 —1, 133 

PU CUMIRNED BOOER. ocd 556 in nk sch = bh aed e~ send 6, 727 6, 953 —226 
INE 6 kink cece nun cance ceoonbas nogesqnylacecesedgiewsdeans 793 833 —40 
ne an rin pines head reineoe Gap clara eee 2, 391 2, 673 —282 
Transportation and public utilities__..............--.--.....-- 3, 962 4, 120 —158 
Transportation - -....... dai ncnielinhiteates a denn etiessadn ean —161 
I, tr niene> <clobh ene < fannadenaaeneessneienes ~2 
Se ND WII 0 sak deena cd bponcceeeneeee - sbipeee +5 
Wee ON GIORGI oo oo no chp cc qe seccseeonsse cee +77 
Wholesale trade. Racsans +21 
motes’ Wrees...53......--44.55... +56 
Finance, insurance, and real estate +43 
Service and miscellaneous ...................--.--.---.-.-.-.- +125 
GIN. g Sac Se kc sede secs ci ccc seb ested seukeebévedaadas +204 
Uo Lccbaviceh ah climacsabhnobdeeduclhintebpepantan —68 
State and local__.-..--..-..- +272 








Source: Division of Manpower and Employment Statistics, Bureau of Labor Statistics, Apr. 1, 1958. 


Unemployment rate by industry, February 1958 and February 1957 


Rate 
Industry 
February February 
1958 1957 
Petre wtih BNO os 0 ica chick icadoocncadinpiyoundhecalaniatupliiwcasen 10.4 12.2 
DE sina od diwn dd dd hh cn dela cidnb da cadadaih ubad ons dkedhbn hie ainectinpteed 11.5 5.4 
Construction -- Lh cielasesimpannanens’s othseg slampelubeodonane ee eal cnaa anaes 21.3 15.3 
ee ad eae a ia Rae al 9.8 4.9 
SPD SOUR, 2 ts Li1 ko SibbngddddantckbhyhnShhiebatddesehbhoes 11.1 4.5 
POON IO. 6 5g. iain added sansydgeeb ib kischheantehissipsabendad 8.0 54 
Transportation, communications and other public utilities.................-- 6.3 34 
Tate, Wihpeeenle. and Petal... .... .- <2. nesesesaqeeumceunsiducntosbeceseneece 7.3 58 
EI iasiagh aa beh individ rue san ap esa eneu arp apieiteabprnndipheidestse 4.3 31 
RRR CERIO «5. a sid nh dh db ip bbb wp antl cbochehtteds 3.9 24 








Source! U. 8. Bureau of the Census. 


Mr. Foranp. Mr. Machrowicz of Michigan will inquire. 

Mr. Macurowicz. So far as I have been able to determine, you have 
responded on the administration bill except to questions by Mr. Mc- 
‘Carthy. We have the Mills-McCormack bills, and other bills here, 
and it is our responsibility to consider all of them. 

I would like to get your views on some of the provisions in the 
Mills-McCormack bills. Of course, I know that you have explained 
your philosophy, that the matter of standards should be left to the 
States, and you also said the States need some incentive, and if they 
get some incentive they will probably do what the President has asked 
.them to do so many times and what they have not done as yet. 
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Some of us feel that, this being a Federal responsibility, we should 
pote some incentive in the States by having standards which are 
adequate. 

In view of that, I would like to ask you these questions. 

The Mills-McCormack bills, so far as I can see, provide that benefits 
shall be one-half of the average weekly wages of the recipients but 
not over two-thirds of the average weekly wage for the State, whereas 
- administration bill leaves that to the formula provided by the 

tate. 
I would like to get some guidance from you. Is it your opinion that 
eee provided for in the Mills and McCormack bills are too 
i 
ecretary MircHeti. No. 

Mr. Macurowicz. You feel that they are reasonably determined 
benefits ? 

Secretary Mircueiyt. They are in accord with what the President 
has been suggesting that the States do for 4 years. 

Mr. Macurowicz. So that you would feel that those provisions 
would be proper ¢ 

Secretary Mrrcwe.L. I answered your question, I believe, by saying 
I did not think they were too high. I always come back to the prop- 
osition that the termination of benefits, level of benefits under our 
system, is a State function. 

Mr. Macurowicz. I understand that. 

Secretary Mrrcneii. And I am bothered by “under the guise of a 
temporary program.” 

Mr. Macurowicz. Some of us disagree on that. 

Secretary Mrrcuexy. I understand that. 

I am trying to give you my reaction. 

Mr. Macurowicz. I understand your reaction, but I want to get 
your personal views as to whether or not you feel that it would be 
reasonable that the States would provide for benefits in accordance 
with the provisions of the Mills and McCormack bills. 

Secretary Mrrcue.y. I think the States should provide those bene- 
fits ; yes. 

Mi Macwurowicz. As to the duration, the Mills and MeCormack 
bills provide that the duration shall be uniformly 16 weeks, whereas 
under the administration bill they would be in many instances much 
less. Do you feel that the 16 additional weeks is an unreasonable 
provision ¢ 

Secretary Mrrcne.y. Well, in the whole system now the maximum 
in most States, except 1, is 26 weeks. The Mills bill would provide 
in those. States 42 weeks, You are asking me about a permanent 
system ¢ 
_ Mr. Macurowicz, I am asking for the provisions of this bill which 
it is our responsibility to consider, I.want to:get. guidance from you. 

Secretary Mrrenem.. I believe that, under Re temporary arrange- 
ment that the proposals we made are more reasonable and more adapt- 
able to the programs that exist. 

I think that the 16 weeks of the Mills-McCormack bills im this con- 
tention is unreasonable because what you would be doing, as I under- 
stand it, is in the case of a recipient in.a State which has 8 weeks 
duration, the Federal Government would be providing 16 weeks or 
twice the State benefit. 
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Mr. Macurowrcz. Of course, you know that in my State of Michi- 
gan the situation is much more serious than im many other parts 
of the country. 

We have nearly 16 percent unemployed. Do you feel that under 
the conditions that are existing now a maximum additional 16 weeks 
would be too much. 

Secretary Mrrcnex.. I think it would be very inequitable. 

Mr. Macurowicz. What is your view as to the multiple unemploy- 
ment provision in the Mills-McCormack bills? Of course, you know 
under those bills a person being unemployed more than once during 
the period would be entitled to the extra 16-week provision more than 
once, whereas under the administration bill a person being unem- 
ployed more than once is restricted to one-half the State benefits 
which are available only once. 

Do you have comments on that ? 

Secretary Mrrcuet.. Yes, to this extent, that we have tried to gear 
our proposals as nearly as possible in keeping with the provisions of 
the unemployment compensation law as it now exists and as I under- 
stand the Mills-McCormack bills, they would completely disregard 
this provision of the eligibility standards of the States, if I under- 
stand them correctly, by imposing another period regardless of 
whether there was any work history or any basis for it. 

Mr. Macnrowicz. Are you opposed to that ? 

Secretary Mircue... It seems to me that if you have approached 
the problem as we have which is to do the least violence to the Federal- 
State system, that our proposal is sounder. We have two problems 
here. As I have stated here before, one is to do the least violence 
to the Federal-State employment security system and at the same time 
to provide benefits to people who are unemployed. 

bne could say you should extend the 16 weeks, 18 weeks, 20 weeks, 
but I think you have to have some conformity to the extent you can 
with the present system. 

Mr. Macnrowicz. I have one other question. Of course you do not 
favor imposing standards upon the States although some of us think 
that we have done that in minimum wage and other instances and 
feel no compunction in imposing standards here now. 

I want to ask you this: Is not the administration bill actually im- 
posing standards on the State by imposing a tax to pay the additional 

nefits and, secondly, by forcing these payments on the States? 

Secretary Mrtcue.y. To the extent that by Federal action it adds 
50 percent weeks’ duration you might say that is an additional stand- 
ard, but our bill proposes that this be a temporary measure until 
April 1, 1959, and as I say, again it does the least violence to the 
system. 

Mr. Macnrowicz. That is the middle-of-the-road policy again. 
You want to get. in the water but you do not want to get over your 
knees; is that it ? 

Secretary Mitcnet. No. 

i Macurowricz. You are imposing standards in part, are you 
not ¢ 

Secretary Mrrcnetn. No, we are realists and practical and we want 
a bill through Congress fast and we know or at least I think that if 
you get into the area of trying to fiddle with the State standards in 
one direction or another you will not get any action in Congress. 
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This is my feeling, and we are trying to help immediately those 
people who are unemployed. To us, this seems to be the best practical 
way of doing it. 

Mr. Macurowicz. Is it not true that at the best the difference be- 
tween the two bills is really a matter of degree. The Mills-Mc- 
Cormack bill says 16 weeks flat and the administration bill says 50 
percent of State duration. 

Secretary Mrrconentxy. There is more than that. The Mills-Mc- 
Cormack bill, as I understand it, sets up new levels of benefits. 

Mr. Macurowicz. What is your estimate of the costs for the 
administration program? Have you any estimates on that ? 

Secretary Mrrcneii. Yes, we do. I must say to sustain this that 
one has to estimate an outside cost because the cost ultimately depends 
on the number of people that would come under such a provision and 
who were not able to get jobs. The outside costs, as we estimate it, 
would be $586,771,000. 

Mr. Macurowicz. That figure that you just gave me, $586,771,000 
is based upon what assumption as to the unemployment. On what 
estimates are these figures based ? 

Secretary Mrronett. It is based upon about 2.5 million exhaustions 
up until April 1, 1959. 

Mr. Macurowicz. Now, what assumptions do you use as to the aver- 
age Sontion of benefits, the amounts of benefits and the effective 

ates ¢ 

Secretary Mircneiy. The average duration of benefits we estimate 
would be 7.7 weeks and the average amount would be $29 plus a few 
cents. 

Mr. Macurowicz. And the effective date would be what? You 
are considering April 1, 1958, as the effective date in these estimates? 

Secretary Mircnett. We are considering June 1. 

Mr. Macurowicz. In your answer to Mr. Baker, I believe you used 
the figure of 3,805,000. A Department of Labor release on unem- 
ployment insurance claims gives the unemployment under insurance 
of 3,337,000-plus. How does that figure relate to the 3,805,000 that 
you just gave Mr. Baker or is that a mistake ? 

Secretary Mrrcnetx. That figure that you read in the Department 
of Labor is the number of people who are drawing benefits under the 
covered Federal-State system. 

In arriving at the 3,805,000, we have included the people under the 
Railroad Retirement System, we have included the people under the 
Unemployment Compensation for Veterans. 

Mr. Macurowicz. I think, Mr. Secretary, the railroad figure is 
included. Without the railroad figure it is 3,200,000 and with it it 
is 3,337,000 as of February 15. 

Secretary MrrcHe v. Tet me give you the average figures of Feb- 
ruary. The total covered employment is 3,805,000. 

Mr. Macurowicz. As of what date? 

Secretary Mrrcnerz. As of the month of February 1958. The 
total State and and unemployment compensation for Federal employ- 
ees, 3,130,000. 

You have to take from that 305,000 who are claimants for partial 
benefits, 655,000 had either failed to qualify for benefits or had 
exhausted their benefits. The railroad insured unemployment is 
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155,000. The unemployment compensation for veterans insured un- 
employment is 70,000. 

Mr. Macurowicz. Are you using the February 15 date? 

Secretary Mircuet.. Yes; I think we are. If you want the up-to- 
date figures we can give you for the record, although I do not have 
them with me, the covered unemployment figures, the number of 
claimants for the week ending March 22, and we will give you the 
nearest. that we can get on the railroad retirement and the UCV. The 
figure, however, will be somewhere in the neighborhood of the figure 
I have recited. 

Mr. Macurowicz. Would you furnish those for the record? 

Secretary MircHetu. Yes, surely. 

(The indietcationn referred to is on p. 42.) 

Mr. Foranp. Mr. Simpson will inquire. 

Mr. Srtmpson. I have just 1 or 2 questions, Mr. Secretary. I may 
not have heard correctly. Do you say that the effective date under 
this legislation would be June 1? 

Secretary Mrrcoueti. The question I had was how did we estimate 
our costs¢ We had to take some beginning date and we selected 
June 1. 

The effective date, however, would be dependent upon when Con- 
gress passed the legislation. The June 1 date was a date selected 
arbitrarily by us as to when it was reasonable to expect that this would 
begin. I would hope to begin earlier. 

Mr. Srurson. Well, for the moment, if I accept June 1, which is the 
date you have given, that lays the groundwork for my question which 
is this: Is‘the only argument against permitting the States to handle 
this subject at their own level in cooperation with the Federal Gov- 
ernment making the source of the money available, is the only argu- 
ment against that the fact that the States will be required to have 
special sessions of their legislatures ? 

Secretary Mircue.y. No, sir; I do not think that is the only argu- 
ment or the argument. 

I feel, Mr. Simpson, that if this is truly a Federal program and 
this is the way we have presented it, to be paid for, financed by the 
implementation of a Federal tax—— 

Mr. Simpson. At that point may I ask this: Is the Federal tax to 
which you refer to be levied on the basis of the increase of a given 
State with respect to the obligations of that particular State? 

Secretary Mircueti. The Federal tax will be levied assuming the 
Federal tax going into effect on payrolls beginning January 1, 1964. 
Under the provision of the act at it now stands the Federal tax would 
go from 0.3 to 0.45 automatically and this would apply across the 
board to all States unless in the meantime the States of their own voli- 
tion, and this is in the present law, elect to pay the amount of money 
spent under this program through other means either through the gen- 
eral treasury of the State or through the credits it may have under 
the. Reed bill now. 

I think in answer to your question that the Federal tax is automatic 
and would go into effect automatically as of January 1, 1964. 

Mr. Stmpson. Then if a State with relatively fuller employment 
does not receive as many dollars proportionately because of the lower 
number of unemployment claimants that State nevertheless would 
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have upon its industries the increased tax rate applied just as applied 
in the State where there is the maximum unemployment 

Secretary Mircneyi. Until such time as the amount of money spent 
in that State is repaid. 

Mr. Srwpson. That was my auestion. 

Repeating the question, my question is whether the tax-rate increase 
will be applicable to that particular State only until the payment of 
the obligation’created in that State is met. 

Secretary Mircuexy. That is right, sir. 

Mr. Stmpson. I am not satisfied with the answer as to why the State 
should not have the jurisdiction with respect to this entire matter. I 
asked you a minute ago if the only argument against permitting the 
States to do this at the State level was because it would require a 
special session, and I did not quite get the answer if we believe in the 
separation of powers. 

Secretary Mircnery. I do not think that that was the argument, 
Mr. Simpson. 

Mr. Simpson. Is it then because we are trying to use this as a method 
of persuading the States to do something which they do not want to 
do? 

Secretary Mircuenti. No. I think, from my point of view, that I 
would say that what the Federal Government is trying to do here is 
to place in the hands of unemployed people additional benefits financed 
by the Federal Government as a result of a Federal tax. 

Mr. Srupson. But you say it becomes a burden to the State. 

Secretary Mirconein. Eventually. 

Mr. Srvpson. And the State itself might prefer to make payments 
to a more needy group. I do not argue the application of the needs 
test, but I say that they might prefer to give assistance first to those 
who showed evidence of a greater need than many of these who will get | 
it by merely extending the law. To that extent it does seem tome — 
that the State legislature might be a better judge as to the State’s wishes 
in those respects inasmuch as the State must pay for it, than the Fed- 
eral Government, and that is why I repeat that I am not personally 
convinced as to why it is not a matter for the State’s management and 
not for that of the Federal Government. 

I will study into that matter as time goes on. That is all, Mr. 
Chairman. 

Mr. Foranp. Thank you for your remarks. 

Mr. Frazier will inquire. 

Mr. Frazier. Mr. Secretary, you told Mr. Machrowicz that 2.3 
million people would exhaust their unemployment insurance before 
April 1, 1959. 

Secretary Mircnety. I think I said 2.5. 

Mr. Frazter. 2.5 million. Now, what total unemployment do you 
assume to get this figure? Will the unemployment be higher on April 
1 than it is at the present time or will it be lower or will it continue 

s as itis? 

Secretary Mrrcneti. You are talking now about the census unem- 
ployment as of April 1, 1958? 

Mr. Frazier. 1959. That is what you stated. 

Secretary Mrrcnett. I said that the number of people who will ex- 
haust their benefits in our estimation between now and April 1, 1959, | 
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will be 2.5 million. This is based upon our estimate of the number 
of people who have applied for unemployment compensation and who 
will exhaust their benefits. 

If you are asking me to project what the unemployment situation is 
going to be in April 1959, I cannot do it at this time. 

Mr. Frazier. I want to know on what figure you are basing that. 
How do you get the figure of 2.5 million ? 

Secretary MrrcHe... We based it on the number of people who are 
covered by unemployment compensation and who may exhaust their 
benefits in the next 15 months. 

Mr. Frazier. Will the total unemployment insurance claims go up 
or down ¢ 

Secretary Mircne.u. As I explained I think some time ago, to arrive 
at this figure you have to consider not only the total number of unem- 

loyment claims but also what expectation you have of people exhaust- 
ing benefits. It is conceivable that unemployment may go down. It 
is conceivable that unemployment insurance claims may go down but 
that the number of people exhausting their benefits may go up. 

Mr. Frazier. It is also conceivable that unemployment may increase 
too, may it not ¢ 

Secretary Mircuexu. I think that by the spring of next year cer- 
tainly our economic situation will be greatly improved. 

Mr. Frazier. That is all. 

Mr. Foranp. Are there any further questions? If not, we thank 
you, Mr. Secretary, for your appearance and the information you have 
given the committee. 

Secretary Mrrcnein. Thank you, Mr. Chairman. 

Mr. Foranp. The committee will stand adjourned until one-thirty. 

(Whereupon, at 12:25 p. m., an adjournment was taken until 1:30 
p. m., this same day.) 

AFTERNOON SESSION 


Mr. Foranp (presiding). The committee will be in order. 

We realize that our colleagues have other engagements. We will 
try to expedite matters so that they can get to their own committees 
or take care of their other engagements. 

Our first witness is our colleague from Pennsylvania, Mr. Van Zandt. 

Mr. Van Zandt, we know you well and favorably, but for the purpose 
of the record would you kindly identify yourself ? 


STATEMENT OF HON. JAMES E. VAN ZANDT, A UNITED STATES 
REPRESENTATIVE FROM THE STATE OF PENNSYLVANIA 


Mr. Van Zanpr. Mr. Chairman and members of the committee, my 
name is James E. Van Zandt. I represent the 20th Congressional 
District of the State of Pennsylvania. 

Mr. Chairman, the opportunity to appear before this committee in 
behalf of my bill, H. R. 11337, designed to extend the unemployment 
compensation benefit period 13 weeks is greatly appreciated. 

For your information, my district in central Pennsylvania com- 
prising the counties of Blair, Centre, and Clearfield has been classified 
as a labor surplus area for the past several years. At the moment in 
the Altoona labor market 15 percent of the 54,000 are unemployed; 
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while in the Clearfield-DuBois labor market 13 percent of the 36,500 
are unemployed . 

In other words, of the 90,500 jobs that make up these 2 labor 
markets in my congressional district an average of 14 percent or 
13,000 are unemployed. Of course all of the 13,000 unemployed are 
not eligible for unemployment compensation because of the fact that 
nearly 4,500 are covered by the Railroad Unemployment Insurance 
Act leaving approximately 8,000 eligible for State unemployment 
compensation benefits. 

Mr. Chairman, of the approximate 8,000 unemployed in my dis- 
trict and eligible for benefits, 1,062 of them have already exhausted 
their benefits and on May 1 an additional 1,788 claimants will exhaust 
their maximum 30 weeks’ benefits with an additional 2,589 becoming 
ineligible on June 1. As the months go by the remainder of the 8,000 
will also exhaust their eligibility for unemployment compensation. 

Many of these 8,000 unemployed have suffered previous periods of 
unemployment because of the distressed conditions in the central 
Pennsylvania area which have prevailed for many years. Therefore, 
their earnings over a period of years have not been adequate to meet 
the cost of living for themselves and their families. As a result, when 
their unemployment compensation terminated they were forced as 
they are now to seek relief from the Pennsylvania Department of 
Public Assistance and in addition live on surplus commodities dis- 
tributed to needy families. 

Mr. Chairman, in connection with public assistance benefits in 
Pennsylvania, it is a requirement that a homeowner give the Com- 
monwealth of Pennsylvania a lien on his home to cover the amount 
of public assistance benefits he has received. 

n many instances these unemployed when losing their eligibility 
for unemployment compensation benefits find themselves with homes 
partially paid for, and this requirement that they give a lien on their 
homes means they are further handicapped in having to compensate 
the State of Pennsylvania for the amount of public assistance benefits 
received. 

Mr. Chairman, I have been talking about my own congressional 
district, but I should like to speak briefly about the State of Penn- 
sylvania as a whole. At this moment about 1014 percent of Penn- 
sylvania’s labor force of 4.6 million or about 488,000 are unemployed. 

As you know, in Pennsylvania the unemployment compensation 
benefits are the most liberal of any in the Nation because as far as 
the duration provisions are concerned 30 weeks of benefits is payable 
to all qualified claimants. 

The number of Pennsylvanians exhausting their unemployment 
compensation benefits since December 1957 totals 30,000. It is esti- 
mated there will be 12,000 more in March and another 15,000 in April. 
The total of those exhausting their benefits means that more than 
50,000 of the unemployed in Pennsylvania will receive no further 
benefits during their present benefit year. This number of 50,000 is 
expected to increase sharply in the coming months. 

As mentioned in the case of the unemployed in my congressional 
district, these 50,000 jobless Americans have been or will be forced to 
live on public assistance and surplus commodities. 





LRG RAMP ENGI 


TEs Be whee 


— 








FEDERAL UNEMPLOYMENT COMPENSATION BENEFITS 53 


Mr. Chairman, the conditions that I have outlined in my congres- 
sional district and in the entire State of Pennsylvania in good con- 
science cannot be ignored. It is a situation that demands immediate 
action by this Congress. 

It is for that reason that [ introduced my bill, H. R. 11337, on March 
11 of this year to enable the States to provide an additional 13 weeks 
of unemployment compensation for individuals who exhaust their 
benefit rights under existing State law. 

In addition, my bill provides that the Federal Government would 
be authorized to transfer to the various States the necessary funds 
from the unemployment and trust fund established under section 
904 of the Social Security Act. 

In this connection I realize there is under debate at the moment 
the question as to how the cost of the extension of unemployment 
compensation benefits can be absorbed. It is not my intention to try 
to resolve the matter. As far as I am concerned I am willing to leave 
the problem to the experts. 

My immediate concern is to have Congress sr relief for the 
unemployed of the Nation who have exhausted their eligibility for 
unemployment compensation benefits and to accomplish that objective 
in a prompt and feasible manner. 

Since I mentioned the unemployment problem in Pennsylvania, it 
is of equal interest to state the fund balance is low. For example, 
since December it has declined from $345 million to $280 million, while 
benefits are being paid at an increasing rate averaging $1.7 million 
a day. Therefore, it is plainly evident that if the benefit period for 
unemployment compensation is extended the State of Pennsylvania 
will need financial assistance as undoubtedly will the other States. 

I am not qualified to discuss in detail the financial aspects that must 
be considered in providing funds for any extension of unemployment 
compensation benefits. I feel certain, however, that the urgency of 
the situation will enable fiscal experts to determine a satisfactory 
solution to this problem. 

Therefore, I sincerely hope that this committee will take favorable 
action on my bill or any other legislative measure that will provide 
an extension of State unemployment compensation to qualified claim- 
ants. By taking positive and immediate action Congress will pro- 
vide relief for American wage earners who, through no fault of their 
own, find themselves unemployed and without any source of income. 

That concludes my statement, Mr. Chairman. 

The Cuatrman. Mr. Van Zandt, we appreciate your taking time 
from your busy schedule to come to this committee and discuss this 
measure with us, particularly your bill that you have introduced. 

Thank you, sir. 

Mr. Van Zanvr. Thank you. 

Mr. Reep. We want to congratulate you, sir, on your statement. 

Mr. Van Zanvr. Thank you, sir. 

The Cuatrman. Our next witness is our colleague from Kentucky, 
the Honorable Car] D. Perkins. 

Mr. Perkins, what is the number of your congressional district 
in Kentucky ? 
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STATEMENT OF HON. CARL D. PERKINS, A UNITED STATES REPRE- 
SENTATIVE FROM THE STATE OF KENTUCKY 


Mr. Perxrs. Mr. Chairman, and members of the committee: 

The Seventh District of Kentucky. 

The Cuamrman. Fine. You are recognized, Mr. Perkins. 

Mr. Perxins. Mr. Chairman, I very much appreciate the oppor- 
tunity to appear this morning on behalf of emergency legislation to 
extend unemployment payments. 

I am convinced that it is high time we “got off the ground” on this 
matter which has to do with the very bread and butter of millions 
of Americans. 

I know you must be concerned as much as I with the fact that 
recent figures show that an estimated 40,000 persons a week used up 
their unemployment insurance benefits during February. This Feb- 
ruary figure was an increase of about 10,500 over January and was 
considerably higher than for the same two months in 1954 despite 
the fact that a number of States have extended the duration of benefit 
payments since that time. 

Nationwide exhaustion of jobless benefits have increased from 
107,000 in January 1957 to an estimated 160,000 in February. And 
I believe that this number will rise sharply with each week because 
we are just beginning to feel the effects of the unemployment which 
began, for too many people, as long ago as last September or last 
November. 

First of all, Iam concerned with the plight of these men and women 
who, through no fault of their own, have first suffered the drastic 
reduction in income when unemployment benefits replaced wages, 
and are now reduced to the barest necessities provided by our general 
assistance plans. As you know, there are no Federal matching grants 
available for these general assistance programs. They must be fi- 
nanced entirely by States or localities. In other words, without the 
kind of action I recommend, we are saying that when the State un- 
employment insurance benefits expire—and here again the Federal 
Government makes no contribution—it is up to the States and the 
local communities to see to it that those people who have been laid 
off and are unable to find jobs because of current conditions are not 
the concern of the Federal Government. This, Mr, Chairman, is the 
kind of philosophy which we abandoned early in the 1930's. 

Can we allow such a situation to continue in this country, while we 
continue to delay action? We have waited for the word from the 
Administration as to what should be done—and now it. has arrived. 
I am afraid it will not provide much comfort for the families in my 
own district, and throughout the country, who are bearing the brunt 
of the economic folly of the past few years. It will not be enough, 
I believe, to say to them that the Federal Government has been willing 
to make a small loan—which must be repaid in the future—so that 
some of them may receive their checks for a few more weeks. 

Mr. Chairman, I am of the opinion that the proposal introduced 
by Mr. Reed is unworkable. First, I would like for the Labor De- 
partment to give the committee the number of the States that may 
contract to accept the loan without legislative action. Personally, I 
do not know of any. Then, I feel that the committee should have an 
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explanation of section 106 of the Reed bill, in other words, the no- 
agreement section, where this section provides that some Federal 
agency would administer the loan in case of no agreement with the 
Federal Government. 

Just what Federal instrumentality would this be? Would it be ad- 
ministered through the Post Office or the Social Security Administra- 
tion? If the Labor Department intends State unemployment offices, 
this certainly would not be a Federal instrumentality. 

Mr. Chairman, this program can be put into operation effectively 
along the lines followed by the federally financed GI unemployment 
insurance program in a matter of days and requires no costly ad- 
ministrative setup. 

The provisions of the Humphrey-McCarthy bill, headed “Tempo- 
rary Supplementation of Unemployment Compensation,” will provide 
for the initiation of this program in all States as rapidly as agreements 
can be worked out with the State governments. There will be no 
question as to the amending of State laws under this plan. Any 
successful plan must be predicated on the assumption that the Federal 
Government will revels the funds for the payment of such supple- 
mentary unemployment insurance without requiring any assumption 
of an obligation by the States to repay the expenditures. 

The Kennedy-McCarthy bill extends the minimum of the duration 
of benefits to 39 weeks. In most States today the maximum for pay- 
ment is 26 weeks and in some it is as low as 16 weeks. Secondly, it 
provides that the minimum benefits be at least half of the earnings of 
the regular take home of the beneficiary as long as it does not exceed 
two-thirds of the average weekly take-home pay of all employees 
covered in any particular State, provided that the benefits are not in 
excess of two-thirds of the average weekly wages earned by employees 
within the State. 

We must, I am convinced, pass legislation that will take care of 
recessions of this type in the future, and especially pass legislation 
to place some increased purchasing power in the various communities 
throughout the country. I feel that a grant from the Federal Gov- 
ernment at the present is the most effective way to meet the immediate 
crisis. 

My immediate increase in the payroll tax can be justified at this 
time, but there is every reason to anticipate future years in which 
such a tax can be levied without any serious adverse effects on the 
national economy. 

Thank you, Mr. Chairman and members of the committee. 

The Cuarrman. Mr. Perkins, we thank you, sir, for coming to the 
committee and giving us the benefit of your views as to the situation 
that exists in your district and for your discussion of the legisla- 
tion before the committee. 

The committee will, without objection suspend for 30 minutes in 
order that members may answer a quorum call. 

(Whereupon, a brief recess was taken. ) 

The Cuarrman. The committee will please be in order. 

Our next witness is our colleague, the Honorable Winston L. Prouty, 
of Vermont. 

Mr. Prouty, you are recognized, sir. 








56 FEDERAL UNEMPLOYMENT COMPENSATION BENEFITS 


STATEMENT OF HON. WINSTON L. PROUTY, A UNITED STATES 
REPRESENTATIVE FROM THE STATE OF VERMONT 


Mr. Provury. Mr. Chairman, my name is Winston L. Prouty, and 
Tam a Representative from the State of Vermont. 

I am appearing before the committee at this time to explain the 
provisions and purposes of the bill, H. R. 11634, which I introduced 
on March 25. This bill provides for supplemental unemployment 
veers and an extension of benefits to those who have exhausted such 
rights. 

it is said our Federal-State unemployment insurance program was 
designed primarily to assist financially those who are involuntarily 
out of work for comparatively brief periods. 

This may be true—but I think when there are significant downturns 
in business and employment, it is in the national interest that cow - 
teracting measure be taken. 

Certainly one of the most obvious of these is to expand benefits and 
increase the weeks of coverage. Not only will this help those un- 
fortunate enough to be without jobs, it will also assist materially in 
the maintenance of purchasing power within a local business com- 
munity. 

In and of itself such action probably will not end a recession but if, 
in addition to other measures, the purchasing power of unemployed 
workers can be sustained by protraction of benefits, the duration of 
a recession can be lessened and economic recovery accelerated. 

One thing is certain. There is no faster method of getting money 
into a lagging economy than to channel it through the hands of those 
— have no alternative other than to spend it for the necessities of 
ife. 

In a statement issued earlier this week I pointed out that H. R. 
11634 in many respects represents a new approach to the question of 
unemployment compensation. 

It should appeal to those who hold to the principle of States rights 
in this field because, in my opinion, it will require no significant 
changes in State laws relating to unemployment compensation. But 
I do feel that the enactment of this bill would induce many States to 
amend such laws, on a voluntary basis, in a manner which will render 
them more consistent with current needs. 

H. R. 11634 authorizes the Secretary of Labor to enter into agree- 
ments with the States and the Railroad Retirement Board. Under 
such agreements the Federal Government will provide increased bene- 
fits and extended coverage to unemployed persons during periods of 
high-level unemployment. 

As defined in the bill a “high-level unemployment period” is one 
which begins on the Monday following 4 consecutive weeks in each of 
which the Secretary of Labor has announced that unemployment with- 
in the groups covered by unemployment compensation exceeds 6.3 per- 
cent. Such a period ends on the last day of 4 consecutive weeks in 
each of which the Secretary of Labor has announced that unemploy- 
ment within the covered groups is 6.3 percent or less. 

Economists generally will agree, I think, that a serious economic 
recession does not exist until unemployment at the national level 
reaches 6 percent of the total labor force. 
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Therefore, my initial premise is that 5.9 percent of the total labor 
force is the maximum level of unemployment which can be considered 
within the bounds of normalcy. Five and nine-tenths percent of an 
estimated 68 million persons in the total labor force is 4,012,000. This 
last figure then represents the maximum numerical unemployment 
which can be tolerated without corrective measures. 

But the ratio of the insured groups within the total labor force to 
the uninsured is 1.72 to 1. Using this ratio as a base it is logical 
to assume that on an average and at any given time 63 percent of the 
unemployed will be within the covered groups and 37 percent outside 
them. 

I might point out in this connection, Mr. Chairman, that is not true 
at the present time. I think the ratio is something like 2.22 to 1 but 
as a general average I think this figure is rather fair and accurate. 

If we apply these percentages to the 5.9 percent of the total labor 
force which as indicated above is 4,012,000 we shall find that 2,572,560 
or 63 percent of the unemployed will be in the insured groups and 
1,484,440 or 37 percent will not be entitled to compensation. 

As 2,572,560 is 6.3 percent of the 43 million persons within the 
covered labor force, this explains my use of this percentage as the 
primary factor in determining high-level unemployment. 

The number of unemployed within the groups covered by unem- 
ployment compensation has been made the basis for such a determina- 
tion because these figures are much more accurate than those dealing 
with total unemployment. Moreover, they are available every week 
and are essential to the carrying out of the provisions of this bill. 

The benefits provided by my proposal are as follows: 

(1) During high-level “unemployment periods individuals who re- 
ceive unemploy ment compensation under State law or under the Rail- 
road Unemployment Insurance Act will receive Federal supplemental 
compensation equal to (a) 30 percent of the unemployment compen- 
sation received from the State or the Railroad Retirement Board, 
reduced by (6) any additional payments which such individual re- 
ceives as a result of his unemployment (such as, for example, unem- 
a! ment benefits paid by employers or labor unions). 

(2) Individuals who, after June 30, 1957, have exhausted their 
benefit rights under the applicable unemploy ment compensation law 
will be entitled to an additional 20 weeks of unemployment compen- 
sation to be paid by the Federal Government but in amounts which 
ure identical with prevailing State rates. In other words, the 30- 
percent increase will not apply in the case of those who have exhausted 
their benefits under existing State laws. 

(3) Compensation for the additional weeks will be payable during 
the remainder of 1958 without regard to any termination of the high- 
level unemployment period and without regard to any termination of 
the indiwidioale benefit year. (This provision was inserted on the 
theory that even if the present unemployment level is gradually 
reduced, many individuals will have and their benefits before 
jobs are readily available. ) 

(4) After 1958, individuals will be entitled to a maximum of 20 
additional weeks in a benefit year, but only after they have exhausted 
their benefit rights under the applicable unemployment compensation 
law and only “for weeks beginning in a high-level unemployment 
period. 
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Mr. Chairman, I should like to point out that in terms of present 
national averages the 30-percent Federal supplement proposed in this 
bill will give those drawing unemployment benefits about 4814 percent 
of their average weekly wages or 53.6 percent of average take-home 


ay. 
The national average wage is $81.15 which, after deductions for 
taxes and social security, leaves a net average take-home pay of $72.93. 
The average weekly unemployment benefit is $30. An increase of 30 
reent brings this up to $39.14. This is 53.6 percent of average take- 
Sistas pay but 17% percent less than the take-home pay of one em- 
ployed only 3 days a week. 

Mr. Chairman, in approving the Full Employment Act of 1946, I 
think Congress recognized that it has a responsibility to help maintain 
full employment and economic stability. 

I am asking Congress to live up to that responsibility by enacting a 
program that will come into operation whenever unemployment reaches 
high levels. 

In attempting to understand any compensation bill a great many 
questions come to mind. There are a number of basic ones such as, 
Who is to receive compensation? In what amount? Under what 
conditions does compensation begin and under what circumstances 
may it be terminated? A mere reading of technical language in the 
bill does not suffice to clarify these points for the average person su 
I have prepared a series of questions and answers with respect to my 
bill, H. R. 11634. Below each answer are listed the page and line 
numbers of the bill which furnish the authority for the answer. 

1. Question. There are many individuals who have already ex- 
hausted or will exhaust late in 1958 their State unemployment benefit 
rights—to what would they be entitled under this bill during 1958 ? 

Answer. During 1958 these individuals could receive up to 20 addi- 
tional weeks of compensation at the State rate whether or not “high 
level unemployment periods” exist (p. 4, line 7 to line 23). 

2. Question. What if an individual exhausts his State benefits late 
in the year 1958, say on December 1? Under this bill would he get 
additional weeks of compensation only until the end of 1958? 

Answer. Since this individual would have used only about 4 weeks 
of his 20-week extension, he could receive unemployment benefits for 
the first 16 weeks of 1959 if these weeks are “high level unemployment 
periods” (p. 4, line 24 to p. 5, line 5). 

3. Question. What if a man exhausts his State unemployment bene- 
fits on December 3, 1958, and then draws 4 additional weeks of com- 
pensation under this bill? What happens to him in 1959 if he still 
is out of work and January, February, and March aren’t “high level 
unemployment periods” ? 

Answer. He would be unable to receive additional weeks of com- 
pensation during January, February, and March. He could, how- 
ever, draw what was left of his 20 additional weeks during “high level 
unemployment periods” occurring later in the year, provided his 
aetey year had not expired (p. 4, line 7 to line 13; p. 4, line 24 to p. 5, 

ine 5). 

4. Question. What do you mean when you say, “Provided his bene- 
fit year has not expired”? What isa benefit year? 

Answer. In most of the States the benefit year is the 12-month period 
beginning with the date on which an individual has to file his first 
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unemployment claim. Therefore, when I said “provided the worker’s 
benefit year had not expired,” I meant in essence provided the worker 
hasn’t been unemployed for more than a year. : 

5. Question. For the purposes of this bill, when would a “high- 
level unemployment period” begin ? 

Answer. Whenever for 4 consecutive weeks more than 6.3 percent 
of those covered by unemployment insurance are without work (p. 2, 
line 10 to line 16). 

6. Question. When would a “period of high-level unemployment” 
be terminated under the provisions of this bill? 

Answer. At the end of. the fourth consecutive week during which 
6.3 percent or less of covered workers are found to be unemployed (p. 
2, line 16 to line 18). 

7. Question. So there is no possibility of an individual getting the 
supplement one week, losing it the next and drawing it again the third 
week # 

Answer. That is correct. The bill provides for at least a 4-week 
buffer between the time compensation ceases and the time it can be 
paid again (p. 2, line 10 to line 19). 

8. Question. How much of an increase in the individual’s weekly 
unemployment benefit is provided by this bill? Te 

Answer. The bill would increase the weekly benefits of those draw- 
ing compensation by 30 percent (p. 3, line 28 to p. 4, line 6). 

9. Question. Whenever an individual draws State unemployment 
benefits under this bill does he also receive supplemental compensation 
provided by the Federal Government ? 

Answer. Individuals drawing State unemployment benefits get the 
weekly Federal supplement only during “periods of high-level wnem- 
ployment” (p. 3, line 23 to p. 4, line 6). 

At this point, Mr. Chairman, I might point out that if this bill had 
become law in 1948 it would have been in effect for a relatively brief 
period in 1950 but in no subsequent years since then until the present 
time. 

10. Question. Am I correct in assuming that if there were no 
“high-level unemployment periods” in this country during the next 10 
years no supplemental compensation would be paid under the provi- 
sions of this bill ? é 

Answer. That is correct (p. 3, line 23 to p. 4, line 6). 

11. Question. If a man is presently receiving each week $40 in 
State unemployment compensation ak an unemployment benefit of 
$10 a week from his company or union, would he still get a 30 per- 
cent supplement provided by the Federal Government ? 

Answer. In situations of this nature the Federal supplement would 
be reduced by any amount an individual receives from his company 
or union. Therefore, in the instant case, instead of getting a Federal 
supplement of $12 weekly (which would be 30 percent of his State 
unemployment benefits), the individual would get $12 less the amount 
($10) he is receiving from his company or union. 

In other words, he would be entitled to $2 (p. 3, line 28 to p. 4, 
ine 6). 

12. Question. Had this proposal been enacted into law in 1948, 
how many times would it have come into operation since then ? 

Answer: It would have been in effect for a brief period during 1950 
but in no subsequent year until now. 
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13. Question. In terms of present national averages, if an individ- 
ual receives State unemployment compensation plus the 30 percent 
Federal supplement, about what percent of his average weekly salary 
or take-home pay will he end up getting? 

Answer. In terms of present national averages, those drawing State 
unemployment benefits and the Federal supplement will receive about 
4814 percent of their average weekly salaries or 53.6 percent of their 
take-home pay. 

Through these questions and answers I hope that I have clarified 
to some extent the provisions and purposes of the bill. 

It is my feeling that what is needed during any significant eco- 
nomic downswing is to channel assistance in proportion to the extent 
of unemployment and to where the unemployed are. 

Because I believe H. R. 11634 will help fulfill this need, I ask that 
it be given your serious study and consideration. 

Thank you very much. 

The Cuairman. We thank you, sir, for coming before the com- 
mittee and giving us the benefit of your views. 

Mr. Keocu. Mr. Chairman. 

The Coarman. Mr. Keogh will inquire. 

Mr. Kroeu. May I ask one question? I am not certain I under- 
stand. Is this 30 ponent Federal supplement in your bill in the form 
ofa grantorloan? If it isa loan how is it reimbursed ¢ 

Mr. Provry. It will be a straight grant. 

Mr. Keoeu. A grant, sir? 

Mr. Provty. That is right. 

Mr. Byrnes. Mr. Chairman. 

The Cuarrman. Mr. Byrnes will inquire. q 

Mr. Byrnes. How do you, Mr. Prouty, raise the Federal money? | 
Is that out of general tax funds? 

Mr. Provury. Yes, sir, out of the general tax funds. ; 

The Cuarrman. Mr. Mason, have you any questions? 

Mr. Mason. No, Mr. Chairman. 

The Cuarmman. Are there any further questions? 

We thank you again, Mr. Prouty. 

Mr. Prouty. Thank you, Mr. Chairman. 

The CHarman. Our next witness is our colleague from Massa- 
chusetts, the Honorable Thomas B. O’ Neill. 

Mr. O'Neill, what is the number of your district in Massachusetts ? 

Mr. O’Neuu. The Lith. 


STATEMENT OF HON. THOMAS P. O’NEILL, JR., A UNITED STATES. 
REPRESENTATIVE FROM THE STATE OF MASSACHUSETTS 


Mr. O’Nenu. Mr. Chairman and members of the committee, I am 
Thomas P. O’Neill and I represent the 11th Congressional District of 
Massachusetts. 

I am most grateful to you for this opportunity to comment on and 
make suggestions for easing the economic burden of millions of unem- 
ployed Americans and their children during this, a most critical and 
uncertain ecoriomic depression. I am aaatote for this opportunity to 
review the devastating and disastrous results of this depression in my 
home State, the Commonwealth of Massachusetts, to comment and to 
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offer a suggestion on the improvement, on an emergency plan basis, of 
the unemployment compensation title of the Federal Security Act, 
and to present a bill, which I filed on March 28, creating permanently 
a new title to the Social Security Act, to be known as the General 
Assistance Act of 1958, to amend the public assistance provisions of 
the Social Security Act so as to enable States to establish more adequate 
general assistance programs. 

Both Congress and the Chief Executive have given significant and 
public recognition to the seriousness of this depression. Both 
branches—indeed this public hearing which you, Mr. Chairman, and 
your committee are conducting—have emphasized the imperative 
necessity of prompt and courageous action to assist and to relieve the 
pressing economic burdens, even abject poverty and suffering, affecting 
millions of American families whose breadwinner has been unem- 
ployed for long months with the future job picture becoming more 
dismal and more uncertain with each passing day. 

Another, and totally unanticipated phenomenon, further aggravates 
the plight of the unemployed workingman and his family. The con- 
tinued and consistent monthly inflationary rise in the cost of basic 
necessities of life itself—food, clothing, shelter, fuel, public utilities, 
and medical services—con found, confuse, and create an atmosphere of 
despair for millions of deprived American families. 

This depression is national in scope, in intensity, and in responsi- 
bility. Individual States have accepted and discharged more than 
their maximum share of reap munerhity, Real estate taxes are ap- 
proaching the confiscatory stage, and no new avenues of revenue for 
relief and assistance in the needy unemployed and their dependents 
are available. For over a decade since World War II the American 
people have accepted and discharged as a moral and charitable respon- 
sibility material assistance and relief of suffering and distress in count- 
Jess countries all over the world. Can we neglect, or close our eyes, to 
similar or more acute suffering and distress among millions of our own 
free American families and their children, placed in such deprivation 
of basic necessities by forces and conditions they neither understand 
nor control ? 

I think not, Mr. Chairman, and with respect to unemployment com- 
pensation I recommend the extension of unemployment benefits in all 
States to a period of 39 weeks, the extended period to be financed by 
the Federal Government on a grant basis out of the general revenue 
available. 

I also believe that there should be a tax cut and that tax cuts should 
come from increasing from $600 to $700 the dependencies deduction. 

I also believe, sir, of course, that we should have a large public works 
program. Ofcourse, this matter does not come before your committee. 

L also offer a permanent arm of assistance for the more than 300,000 
families and individuals presently receiving grossly inadequate’ gen- 
eral assistance payments. The caseloads and expenditures of this 
category of assistance are rapidly accelerating. States, counties, and 
municipal finances have not, cannot, and should not be expected to 
meet this challenge and financial burden alone. These hundreds of 
thousands of American families and individuals are neither blind, 
disabled, or aged, nor the children dependent because of the death or 
absence of the father and breadwinner from the home. They are not 








62 FEDERAL UNEMPLOYMENT COMPENSATION BENEFITS 


legally, or technically eligible for old age assistance, aid to the blind, 
aid to dependent chilean or aid to permanently and totally disabled 
persons. But they need assistance. Adequate assistance on a stand- 
ard of decency and dignity which for over two decades now they have 
not received, with some few scattered and notable exceptions. 

The general assistance is based in the most part on the authorities 
in the local town and the city and actually the people who are on re- 
lief are treated very niggardly. 

The Federal Government has a moral and American responsibility 
to share the cost of easpring on an equitable basis the cost of general 
assistance to the States and municipalities. The board of directors 
of the American Public Welfare Association both in 1956 and 1957 
formally set forth a Federal ee for general assistance as 
the first and most important legislative and assistance objective in 
the public welfare program. National councils of State and local 
directors of public welfare have repeatedly passed resolutions urging 
Federal grants-in-aid for genera] assistance cases. Voluntary na- 
tional social welfare organizations have recognized this gross weak- 
ness in the national public welfare system and constantly endorsed a 
Federal grant-in-aid plan for general assistance. 

My own State of Massachusetts had over 250,000 more unemployed 
in February 1958 than in February 1957. Unemployment benefit 
checks increased in July 1957 by over 50 percent more than in July 
1956, and by almost 300 percent in February 1958 over July 1957. The 
first 2 weeks of March 1958 reflected a steady climb in unemployment 
benefits over February 1958. 

Thousands of workers in Massachusetts have exhausted. these bene- 
fits and are now dependent on the inadequate general assistance al- 
lowances of cities and towns. 

May I say last week in Massachusetts 1,807 had exhausted their 

claims. This rates with the week of a year ago this time, when there 
were 1,078 who had exhausted their claims. From September 1957 
to February 1958 the general assistance caseload has increased by 
3,000 cases, and the average monthly expenditure has increased by 
oe $220,000 per month, an indicated annual increase of over $214 
million. 
_ Since 1953 national expenditures for general assistance have risen 
from $212 million to $276 million for the fiscal year ending —June 30, 
1957. To this must be added the $188 million spent in fiscal 1957 for 
aid to permanently and totally disabled persons, a category which did 
not exist in 1950. The Disability Assistance Act became effective in 
October 1950. 

The total increase, therefore, over the 1950 expenditures for general 
assistance is actually $253 million rather than the $65 million in the 
old general assistance statistics. The first 8 weeks of 1958 have re- 
flected a steady and, in some States, sharp increase in both cases and 
expenditures over 1957. 

A recent newspaper survey of industrial areas in Massachusetts 
disclosed many permanent shutdowns of old established plants. This 
includes the Ford plant in Somerville, a city of over 100,000 popula- 
tion, where Ford for 27 years had employed in excess of 2,000 workers. 
Other plants have cut working forces by over 50 percent, while many 
have established 2-, 3-, and ‘day working weeks. 
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The specific results of the enactment of H. R. 11678 would be mul- 
tiple; not only would the distressed unemployed and needy receive 
more adequate assistance, but middle-class and war veteran home- 
owners would be substantially relieved of mounting anxiety and 
worry over possible loss of their homes because of annual tax rate 
increases ree ats or actually reaching, the confiscatory stage. 
The real-estate tax delinquencies now accelerating among fixed-salary 
white-collar homeowners would be diminished. 

Let me illustrate: In my own city of Cambridge enactment of H. R. 
11678, plus implementing State aid to municipalities for general as- 
sistance would mean a reduction in real-estate tax of $2.50 to $3 per 
thousand dollars of assessment. My neighboring city of Somerville 
would benefit to about the same savings while the large city of Boston 
would realize a reduction in tax rate of from $3.50 to $4 per thousand. 

Real-estate tax reduction is imperative to permit families to con- 
tinue the American way of life and the American tradition and ambi- 
tion of ownership of land and property, to relieve worry and anxiety 
for, and to protect the equity of the workingman in his home and 
property. 

I trust that this committee will favorably recommend that the Fed- 
eral Government immediately assume its long-overdue national moral 
and financial responsibility in public welfare by the enactment of 
H. R. 11678. 

Mr. O’Neill, we appreciate your coming to the committee and dis- 
cussing with us this general subject and particularly the provision of 
your bill. 

Are there any questions ? 

Mr. Byrnes. Mr. Chairman. 

The Cuarrman. Mr. Byrnes will inquire. 

Mr. Byrnes. I wonder if the gentleman wants to have his bill in- 
serted in the record. 

The CuHarrmMan. Without objection it may be inserted in the record. 

(The bill referred to follows :) 


[H. R. 11678, 85th Cong., 2d sess.] 


A BILL To amend the public assistance provisions of the Social Security Act so as to 
enable States to establish more adequate general assistance programs 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “General 
Assistance Act of 1958.” 

Sec. 2. The Social Security Act is amended by adding at the end thereof the 
following new title: 


“TITLE XVI—GRANTS TO STATES FOR GENERAL ASSISTANCE 


“APPROPRIATION 


“Seo. 1601. For the purposes of enabling each State to furnish financial as- 
sistance, as far as is practicable under the conditions in such State, to needy 
individuals and families who are not qualified for assistance under title I, title 
IV, title X, and title XIV, and of encouraging each State, as far as practicable 
under such conditions, to help such individuals and families to maintain and 
strengthen family life, and to attain maximum self-support and personal inde- 
pendence, there is hereby authorized to be appropriated for each fiscal year a 
sum sufficient to carry out the purposes,of this title. The sums made available 
under this section shall be used for making payments to States which have 
‘submitted, and had approved by the Secretary of Health, Education, and Wel- 
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fare (hereinafter referred to as the ‘Secretary’), State plans for general 


assistance. 
“STATE GENERAL ASSISTANCE PLANS 


“Seo. 1602. (a) A State plan for general assistance must (1) provide that 
it shall be in effect in all political subdivisions of the State, and, if adminis- 
tered by them, be mandatory upon them; (2) provide for financial participation 
by the State; (3) either provide for the establishment or designation of a single 
State agency to administer the plan, or provide for the establishment or des- 
ignation of a single State agency to supervise the administration of the plan; 
(4). provide for granting an opportunity for a fair hearing before the State 
agency to any individual whose claim for general assistance is denied or-is: not 
acted upon with reasonable promptness; (5) provide such methods of admin- 
istration (including methods relating to the establishment and maintenance 
of personnel standards on a merit basis, except that the Secretary shall ex- 
ercise no authority with respect to the selection, tenure of office, and compen- 
sation of any individual employed in accordance with such methods) as are 
found by the Secretary to be necessary for the proper and efficient operation 
of the plan; (6) provide that the State agency will make such reports, in such 
form and containing such information, as the Secretary may from time to time 
require, and comply with such provisions as the Secretary may from time to 
time find necessary to assure the correctness and verification of such reports; 
(7) provide that the State agency shall, in determining need, take into consid- 
eration any other income and resources of an individual claiming general as- 
sistance; (8) provide safeguards which restrict the use or disclosure of in- 
formation concerning applicants and recipients to purposes directly connected 
with the administration of general assistance; (9) provide that all individuals 
wishing to make application for general assistance shall have opportunity to 
do so, and that general assistance shall be furnished with reasonable prompt- 
ness to all eligible individuals; (10) provide, if the plan includes payments 
to individuals in private or public institutions, for the establishment or desig- 
nation of a State authority or authorities which shall be responsible for estab- 
lishing and maintaining standards for such institutions; and (11) provide a 
description of the services (if any) which the State agency makes available to 
applicants for and recipients of general assistance to help them maintain and 
strengthen family life and to attain maximum self-support and personal in- 
dependence. 

“(b) The Secretary shall approve any plan which fulfills the condition 
specified in subsection (a), except that he shall not approve any plan which 
imposes, as a condition of eligibility for general assistance under the plan— 

(1) Any age requirement; or 
“(2) Any residence requirement ; or 
“(3) Any citizenship requirement. 


“PAYMENTS TO STATES 


“Sec. 1603. (a) From the sums appropriated therefor, the Secretary of the 
Treasury shall pay to each State which has an approved plan for general 
assistance, for each quarter, beginning with the quarter commencing July 1, 1958, 
(1) an amount, which shall be used exclusively as general assistance, equal to 
one-half of the total of the sums expended during such quarter as general 
assistance under the State plan, and (2) in the case of any State, an amount 
equal to one-half of the total of the sums expended during such quarter as 
found necessary by the Secretary of Health, Education, and Welfare for the 
proper and efficient administration of the State plan, including services which 
are provided by the staff of the State agency (or of local agencies administering 
the State plan in the political subdivisions) to individuals and families in order 
to help such individuals and families to maintain and strengthen family life 
and to attain maximum self-support and personal independence. 

“(b) The method of computing and paying such amounts shall be as follows: 

“(1) The Secretary of Health, Education, and Welfare shall, prior to the 
beginning of each quarter, estimate the amount to be paid to the State for such 
quarter under the provisions of subsection (a), such estimate to be based on 
(A) a report filed by the State containing its estimate of the total sum to be 
expended in such quarters in accordance with the provisions of such subsection, 
and stating the amount appropriated or made available by the State and its 
political subdivisions for such expenditures in such quarter, and if such amount 
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is less than the State’s proportionate share of the total sum of such estimated 
expenditures, the source or sources from which the difference is expected to 
be derived, (B) records showing the number of needy individuals in the State, 
and (C) such other investigation as the Secretary may find necessary. 

“(2) The Secretary of Health, Education, and Welfare shall then certify to 
the Secretary of the Treasury the amount so estimated by the Secretary of 
Health, Education, and Welfare, (A) reduced or increased, as the case may be, 
by any sum by which the Secretary of Health, Education, and Welfare finds 
that his estimate for any prior quarter was greater or less than the amount 
which should have been paid to the State under subsection (a) for such quarter, 
and (B) reduced by a sum equivalent to the pro rata share to which the 
United States is equitably entitled, as determined by the Secretary of Health, 
Education, and Welfare, of the net amount recovered during any prior quarter 
by the State or any political subdivision thereof with respect to general assistance 
furnished under the State plan; except that such increases or reductions shall 
not be made to the extent that such sums have been applied to make the amount 
certified for any prior quarter greater or less than the amount estimated by the 
Secretary of, Health, Education, and Welfare for such prior quarter. 

“(3) The Secretary of the Treasury shall thereupon, through the Fiscal Serv- 
ice of the Treasury Department and prior to audit or settlement by the General 
Accounting Office, pay to the State, at the time or times fixed by the Secretary 
of Health, Education, and Welfare, the amount so certified. 


“OPERATION OF STATE PLANS 


“Sec. 1604. In the case of any State plan for general assistance which has 
been approved by the Secretary of Health, Education, and Welfare, if the Secre- 
tary, after reasonable notice and opportunity for hearing to the State agency 
administering or supervising the administration of such plan finds— 

(1) that the plan has been so changed as to impose any age, residence, 
or citizenship requirement prohibited by section 1602 (b), or that in the 
administration of the plan any such prohibited requirement is imposed, 
with the knowledge of such State agency, in a substantial number of 
cases; or 

“(2) that in the administration of the plan there is a failure to comply 
substantially with any provision required by section 1602 (a) to be included 
in the plan: 

the Secretary shall notify such State agency that further payments will not be 
made to the State until the Secretary is satisfied that such prohibited require- 
ment is no longer so imposed, and that there is no longer any such failure to 
comply. Until he is so satisfied he shall make no further certification to the 
Secretary of the Treasury with respect to such State. 


“DEFINITION 


“Sec. 1605. For the purposes of this title, the term ‘general assistance’ means 
money payments to, or burial expenses, or medical care in behalf of, or any type 
of remedial care recognized under State law in behalf of, needy individuals or 
families who are not qualified for assistance under titles I, IV, X, and XIV or 
any such payments to or care in behalf of any individual who is an inmate or 
patient in a public institution, except any individual (a) who is a patient in an 
institution for tuberculosis or mental diseases, or (b) who has been diagnosed 
as having tuberculosis or psychosis and is a patient in a medical institution as 
a result thereof.” 


Mr. Byrnes. And I ask permission to have inserted in the record 
H. R. 11634, a bill introduced by Mr. Prouty, with a correction on 
page 2, line 18 on the original bill. 

The original portion reads as follows: 


(B) ending with the last day of the fourth consecutive week during which the 
Secretary of Labor announced that such ratio is less than 6.3 per centum. 


The corrected portion will read as follows: 


(B) ending with the first day of the fourth consecutive week during which the 
Secretary of Labor announced that such ratio is 6.3 per centum or less. 
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That correction is noted here for the reporter. There was an error, 

The Cuarrman. Without objection the corrected bill will be in- 
cluded in the record. 

(The bill referred to follows :) 


[H. R. 11634, 85th Cong., 2d sess.] 


A BILL To increase the amount of unemployment benefits payable during periods of high- 
level unemployment to individuals who have not exhausted their unemployment benefit 


rights, and to provide unemployment benefits for additional periods for individuals who 
have exhausted such rights 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Unem- 
ployment Benefits Act of 1958”. 


DEFINITIONS 


Sec. 2. (a) For purposes of this Act— 

(1) The term “benefit year” means the benefit year as defined in the appli- 
eable unemployment compensation law; except that, if such law of a State does 
not define a benefit year, then such term means the period prescribed in the 
agreement under this Act with such State. 

(2) The term “Board” means the Railroad Retirement Board. 

(3) The term “compensation” means cash benefits payable to individuals with 
respect to their unemployment (including any portion thereof payable with 
respect to dependents). 

(4) The term “high-level unemployment period” means the period (A) begin- 
ning with the Monday following the fourth consecutive week during which the 
Secretary announced that the ratio of insured unemployment for the preceding 
week to the total employees covered by unemployment compensation laws ex- 
ceeds 6.3 per centum, and (B) ending with the last day of the fourth consecutive 
week during which the Secretary of Labor announced that such ratio is 6.3 per 
centum or less. 

(5) The term “Secretary” means the Secretary of Labor. 

(6) The term “State” includes the District of Columbia, Alaska, and Hawaii. 

(7) The term “unemployment agency” means the unemployment compensation 
agency of a State or the Railroad Retirement Board, as the case may be. 

(8) The term “unemployment compensation law” means (A) in the case of 
any State, the unemployment compensation law of such State, and (B) in the 
case of the Board, the Railroad Unemployment Insurance Act. 

(9) The term “weekly benefit amount” means the amount of compensation to 
which an individual is entitled with respect to a week of total unemployment 
under the provisions of the applicable unemployment compensation law. 

(b) Except as otherwise provided in this Act, terms used in this Act have the 
same meaning as when used in the applicable unemployment compensation: 
law. 


AGREEMENTS FOR PAYMENT OF BENEFITS 


Sec. 3. (a) The Secretary is authorized on behalf of the United States to 
enter into an agreement with each State (or with the unemployment compensa- 
tion agency of the State) and with the Board under which such agency or the 
Board, as the case may be, will make, as agent of the United States, payments 
of compensation on the basis provided by this Act. 

(b) Any agreement entered into under this Act shall provide that— 

(1) The unemployment agency will pay every unemployed individual, 
eligible for compensation under the unemployment compensation law, with 
respect to unemployment during any week beginning in a high-level unem- 
ployment period, supplemental compensation equal to the amount by which 
830 per centum of such individual’s weekly benefit amount exceeds any addi- 
tional payments which such individual receives as a result of his unem- 
ployment. 

(2) In the case of any individual who, after June 30, 1957, exhausts his 
benefit rights under the unemployment compensation law for any benefit 
year, the unemployment agency will pay weekly benefit amounts to such 
individual for an additional period or periods during such benefit year not 
exceeding in the aggregate twenty weeks of total unemployment. In apply- 
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ing this paragraph in the case of any individual, if any portion of the period 
which— 

(A) begins with the first day of the week during which this Act is 

enacted, and 

(B) ends on the last day of the last week beginning in 1958, 
is not included in a benefit year for such individual such portion of such 
period shall be treated as included in the benefit year for which such in- 
dividual last exhausted his benefit rights. 

(3) With respect to unemployment during any week beginning after 
December 31, 1958, the payment of weekly benefit amounts as provided in 
paragraph (2) shall be made only with respect to unemployment during 
weeks beginning in a high-level unemployment period. 

(4) Except as otherwise provided in this Act, the payment of supple 
mental compensation as provided in paragraph (1), and the payment of 
weekly benefit amounts as provided in paragraph (2), shall be on the 
same terms and subject to the same conditions as are applied to payments 
of compensation under the unemployment compensation law in the case of 
individuals who have not exhausted their benefit rights under such law. 

(c) Notwithstanding subsection (b), the provisions required by subsection 
(b) to be included in any agreement entered into with the Board or any State 
may be modified (in a manner consistent with the purposes of this Act) to the 
extent necessary to conform the agreement to the unemployment compensation 
law. 

NO REDUCTION OF BENEFITS 


Sec. 4. Any agreement under this Act shall provide that compensation other- 
wise payable to any individual under the unemployment compensation law will 
not be denied or reduced for any period by reason of any payment made pur- 
suant to such agreement. 


PAYMENTS TO STATES AND RAILROAD RETIREMENT BOARD 


Seo. 5. (a) Each State entering into an agreement under this Act, and the 
Board if it enters into such an agreement, shall be entitled to be paid by the 
United States an amount equal to the additional cost to it of payments of com- 
pensation made under and in accordance with such agreement which would not 
have been incurred by it except for the agreement. 

(b) In making payments pursuant to this section, there shall be paid to the 
State or Board (as the case may be), éither in advance or by way of reimburse 
ment, as may be determined by the Secretary, such sum as the Secretary esti- 
mates the State or Board will be entitled to receive under this Act for each 
ealendar quarter, reduced or increased, as the case may be, by any sum by which 
the Secretary finds that his estimates for any prior calendar quarter were 
greater or less than the amounts which should have been paid to the State or 
Board. The amount of such payments may be determined by such statistical, 
sampling, or other method as may be agreed upon by the Secretary and the un- 
employment agency. 

(c) The Secretary shall from time to time certify to the Secretary of the 
Treasury for payment to each State and the Board the sums payable under 
this section. The Secretary of the Treasury, prior to audit or settlement by 
the General Accounting Office, shall make payment, at the time or times fixed by 
the Secretary, in accordance with such certification, from funds appropriated 
to carry out the purposes of this Act. 

(d) All money paid under this section shall be used solely for the purposes 
for which it is paid; and any money so paid which is not used for such purposes 
shall be returned to the Treasury upon termination of the period for which the 
agreement is effective. 

(e) An agreement under this Act may require any officer or employee of the 
State or the Board certifying payments or disbursing funds pursuant to the 
agreement, or otherwise participating in its performance, to give a surety bond 
to the United States in such amount as the Secretary may deem necessary, and 
may provide for the payment of the cost of such bond from funds appropriated 
for carrying out the purposes of this Act. 

(f) No person designated by the Secretary, or designated pursuant to’ an 
agreement under this Act, as a certifying officer shall, in the absence of gross 
negligence or intent to defraud the United States, be liable with respect to the 
payment of any compensation certified by him under this Act. 
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(g) No disbursing officer shall, in the absence of gross negligence or intent 
to defraud the United States, be liable with respect to any payment by him under 
this Act if it was based upon a voucher signed by a certifying officer designated 
as provided in subsection (f). 

ADMINISTRATION 


Sec. 6. (a) Determination of entitlement to compensation made by an unem- 
ployment compensation agency under an agreement under this Act shall be 
subject to review in the same manner and to the same extent as determinations 
under the unemployment compensation law, and only in such manner and to 
such extent. 

(b) (1) For the purpose of payments made to a State under title III of the 
Social Security Act, administration by the State agency of such State pursuant 
to an agreement under this Act shall be deemed to be a part of the administra- 
tion of the State unemployment compensation law. There are hereby authorized 
to be appropriated, out of any money in the Treasury not otherwise appropriated, 
such sums as may be necessary to carry out the purposes of this paragraph. 

(2) For the purpose of section 11 of the Railroad Unemployment Insurance 
Act, administration by the Board pursuant to an agreement under this Act shall 
be deemed to be a part of the administration of the Railroad Unemployment In- 
surance Act. There are hereby authorized to be appropriated, out of any money 
in the Treasury not otherwise appropriated, to the railroad unemployment in- 
surance administration fund, such sums as may be necessary to carry out the 
purposes of this paragraph. 

(c) Each unemployment compensation agency shall furnish to the Secretary 
such information as the Secretary may find necessary or appropriate in carrying 
out the provisions of this Act. In the case of a State, such information shall be 
deemed reports required by the Secretary for the purposes of paragraph (6) 
of subsection (a) of section 303 of the Social Security Act. 


EFFECTIVE DATE 


Sec. 7. Agreements under this Act shall be effective with respect to weeks of 
unemployment ending after the date of the enactment of this Act; and for pur- 
poses of such agreements, such weeks shall be deemed to begin in a high-level 
unemployment period until such period terminates as provided in section 2 
(a) (4) (B) of this Act. 


AUTHORIZATION OF APPROPRIATIONS 


Seo. 8. There are hereby authorized to be appropriated, out of any money in 
the Treasury not otherwise appropriated, such sums as may be necessary to carry 
out the provisions of this Act. 

The Cuarrman. Are there any further questions? 

We thank you, sir. 

Mr. O’Netwx.. Thank you. : 

The Caarrman. The next witness is our colleague from Michigan, 
the Honorable John D. Dingell. 


STATEMENT OF HON. JOHN D. DINGELL, A UNITED STATES REPRE- 
SENTATIVE FROM THE STATE OF MICHIGAN 


Mr. Drncett. Mr. Chairman, members of the committee, I am John 
D. Dingell, and I represent the 15th District of Michigan in this 
Congress. I am here in support of the bill introduced by the gentle- 
man from Minnesota, Mr. McCarthy. This bill is identical with my 
own bill, H. R. 10751, and would provide, as you know, for grants to 
the States to extend and improve the unemployment-compensation 
program. 

Gentlemen, I will not waste your time with rhetoric. The grimness 
of the economic situation is known to all of you. Officially, there are 
5.2 million unemployed. Officially, there are 230,000 out of work in 
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my city of Detroit and 415,000 in the State of Michigan. This is 
15.1 percent unemployed in the city, 14.3 percent in the State. Un- 
employment in my own district is nearing 20 percent. When I was 
back home last week, I heard stories of hardship and personal deg-; 
radation that are sad enough to turn stone to water. I will not 
repeat them here, because I am sure each of you knows tales of woe 
to equal the ones I know. Detroit is harder hit than any other area, 
but few areas have escaped, 

However, may I point out to you, gentlemen, that the statistics, bad 
as they are, do not begin to tell the story. Besides the 5.2 million un- 
employed counted officially by the Bureau of Census, there are a 
significant number of individuals whose unemployment is concealed 
from the statisticians. I don’t know how many they are. 1 don’t 
know that anyone knows, exactly. 

I am referring to the young people who have reached working age 
at this crisis period. They have never been employed, and so they 
are not now considered as unemployed. But they are only technically 
outside the available labor force. 

I refer also to the older workers who have been forced off the job 
into an unwanted retirement, Technically, they, too, are outside the 
labor force. But, as a matter of fact, they are no less unemployed 
than the young workman in whose face the factory gates have been 
shut. 

These invisible unemployed, like the visible 5.2 million, have had 
their expectations shattered. They are caught up in something they 
cannot, personally, defeat. 

Nor is this all. The Census Bureau tells me that, as of February 
15, 1958, the average workweek in the United States was 39.4 hours. 
This is a drop of 0.5 hour in 1 month, and represents a total drop of 
1.1 hours in the last year. This means, of course, a kind of shadow 
unemployment which, in effect, reduces the work force by an addi- 
tiofial 1.5 million workers. There are men in my district working 2 
daysa week and even 1 day a week. Only a technicality causes these 
men to be listed among the employed. 

But in plain fact, gentlemen, we have not yet begun to feel the re- 
sults of this recession. I say this without necessarily contradicting 
the sanguine forecasts of the administration. I have serious doubts 
about the accuracy of those forecasts, to be sure. But you can be- 
lieve them, if you choose; you can hope for an immediate upturn 
beginning this very day, and yet, even then, we must recognize that 
things will get worse before they get better. 

Why? Because all over the country time is running out on the 
unemployed. Right now most of them are protected from the worst 
consequences of joblessness by their unemployment-compensation 
checks which arrive regular as clockwork each week. ut what 
happens when the program runs out? Well, one thing that happens is 
that life gets a good deal rougher on the individual and on his wife and 
children. I do not think it is necessary for me to belabor this point, 
gentlemen. All of you are humanitarians, and none of you wants te 
see men suffer for troubles not of their own making. 

A second thing that happens is that a little more juice is squeezed 
out of the economy. Without the purchasing power represented by 
the unemployment-compensation program, the economy sags even 
lower, reinforcing the recession. 
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' This effect has shown up unmistakably in Detroit, as was pointed 
out graphically in the February 18 issue of U. S. News & World 
Report. A special article, entitled “The Detroit Story,” explained 
that— 


At present * * * Detroit is holding up much better than job figures alone 
would indicate. Here you see the evidence of how unemployment programs can 
eushion the shock of a business downturn. It’s a far cry from the 1930's. 

. Gentlemen, I do not have to spell out, I am sure, what could happen 
if this recession long continues. We are cushioned now from the 
ultimate effects. The painkiller has not worn off yet. 

. The fact is that today our unemployment programs offer inadequate 
protection. At least one-third of the unemployed do not fit within 
the terms of the compensation laws. Some are excluded because their 
occupations are not covered. Some are disqualified by eligibility 
requirements, which differ sharply and illogically from State to State. 
Already, several hundred thousand have exhausted their benefit rights 
and are still unemployed. 

Even where coverage is, in theory, complete, the compensation pro- 
gram replaces less than 20 percent of the wages lost to the community 
and only about 33 percent of the amount lost to the individual worker. 
If the recession keeps on, these percentages will shrink to invisibility. 
Already, in several of the areas most seriously affected, the wage- 
replacement average has fallen to 10 percent. 

Gentlemen, the Eisenhower administration wishes to extend the 
benefit period to 39 weeks. So do I. However, the administration 
prepover to accomplish this through a loan program to the States. 

submit that this is utterly impractical. 

As you gentlemen know, far better than I do, the tax resources of 
the individual States are relatively limited. In a period of economic 
decline, these resources are strained to the utmost, particularly in the 
States which are worst hit by unemployment. The Federal Govern- 
ment, on the other hand, both because of the broader base of its re- 
sources and because, under the Constitution, it is the ultimate fiscal 
authority of the Nation, has almost a limitless capacity in this field. 

May I call your attention, gentlemen, to the study by Samuel V. 
Bennett, entitled “Unemployment and Relief From the Local Gov- 
ernment Point of View,” published by the Public Administration 
Service in 1955? “For a variety of reasons,” Bennett writes, “local 
governments would soon be overwhelmed” by unusual demands for 
welfare expenditures. 


Despite the current controversy regarding the question of the responsibility 
of the Federal, State, and local governments for undertaking various functions— 


he continues— 


it seems almost certain that, in the event of another depression, the Federal 
Government [must] bear the major share of the costs of dealing with such an 
emergency. 


Bennett contemplates the enactment of a program similar to the one 
in the McCarthy bill. And he warns: 


‘ Legislation toward these objectives, however, would have to be passed well 
in advance of a depression if the unemployment-insurance program is to be 
made more effective in an emergency than it would be under present benefit 
provisions. If such legislation were not undertaken until a depression actually 
struck, necessary changes could hardly be brought about soon enough to be 
effective in coping with the emergency. 
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I believe there is nothing alarmist about saying that we are already 
at the 11th hour. It is a matter of simple commonsense. We re- 
quire an extended compensation program, one which pays benefits in 
amounts consistent with current needs, and pays them for a longer 
period of time, one which imposes authentic Federal standards on 
the present patchwork system of State standards. 

In short, gentlemen, the Nation needs the McCarthy bill. 

Thank you, Mr. Chairman, and members of the committee. 

The Cuarrman. Mr. Dingell, we thank you, sir, for coming to the 
committee and giving us the benefit of your views as to the situation 

that exists in your district, and for your discussion of the legislation 
before the committee. 

The Chair understands it is agreeable to those appearing ahead of 
him for the Chair to next recognize Mr. Patrick A Tompkins. 

Mr. Tompkins, please come forward, sir. 

Mr. O’Netu. Mr. Chairman, may I say Mr. Tompkins is our public- 
welfare commissioner in Massachusetts, and we are very proud of 
him in Massachusetts? He has done an extremely excellent job, and 
he has come to Massachusetts with a wealth of experience, having 
previously worked for the State of New York, and New York’s loss 
was Massachusetts’ gain. 

The Cuarrman. Thank you, Mr. O'Neill. 


STATEMENT OF PATRICK A. TOMPKINS, COMMISSIONER, MASSA- 
CHUSETTS DEPARTMENT OF PUBLIC WELFARE, BOSTON, MASS. 


Mr. Tompkins. Mr. Chairman, I wish to thank you for the courtesy 
of permitting me to appear out of turn; because of the tragic death of 
a very close friend of mine, I would like to get home. 

Mr. Chairman and members of the committee, my name is Patrick 
A. Tompkins, and I am commissioner of public welfare for the Com- 
monwealth of Massachusetts. I have been a professional social 
worker for 30 years, 25 of these years as an administrator in the pub- 
lic-welfare field as a city director, county director, and State director 
in New York State, and almost 13 years in my present position in 
Massachusetts. 

The current economic recession is part of a pattern which has re- 
peated and reasserted itself on many occasions in the last five decades. 
Our most recent similar recession occurred in the 3 years immediately 
prior to the outbreak of the Korean war in June 1950. In that year 
of 1950, Congress in its wisdom established title XIV of the Federal 
Security Act, an act to aid permanently and totally disabled persons. 
During the hearings conducted by this committee on the Disability 
Assistance Act, many national organizations, including the American 
Public Welfare Association, all State and most local administrators 
of public assistance emphasized the depth of the 1947-50 recession, 
the heavy drain on local and State revenue to meet and finance the 
basic needs of millions of unemployed workingmen and their families, 
and, most important and significant, informed Congress of the ex- 
treme deprivation and suffering to hundreds of thousands of Amer- 
icans and their families. 

The intensity of the present recession can be more graphically crys- 
tallized by contrasting the combined general assistance and disability 
assistance expenditures of the peak recession years of fiscal 1950 and 
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fiscal 1957. In 1950, without any disability assistance program, the 
national general assistance expenditures were $319 million. In fiscal 
1957, the combined expenditures of general assistance and disability 
assistance were $464 million, or an increase over the peak recession 
year of 1950 of $145 million. The first 8 months of fiscal 1958 shows 
a continued rise in cost and expenditures over 1957 in both general 
assistance and disability assistance, and these increases continue 
despite improved plans and increased benefits for unemployment com- 
pensation in many States during the years 1950-57. 

In my own State of Massachusetts, the financial burdens imposed 
by the rapidly expanding general-assistance caseload and mountin 
expenditures are resulting in both confiscatory real-estate taxes an 
financial deficits in scores of communities. The Commonwealth it- 
self faces a several-million-dollar deficit for fiscal 1958, both because 
of high public-relief expenditures in all categories of public assist- 
ance and loss of tax revenue due to unemployment and business cor- 
porate failures during calendar year 1957. ocr Z 

In 1957, the combined general-assistance and disability-assistance 
expenditure in Massachusetts was $21,900,000, as contrasted with $15,- 
538,000 for general assistance with no eT a rogram in 
the peak recession year of 1950, an increase of $6,300,000. The em- 


ber 1957 to February 1958 statistics indicate we will spend $214 mil- 
lion more in 1958 than in 1958. 

These hundreds of thousands of adults and children, whose unem- 
ployment-compensation benefits have been exhausted during the last 
several months, received, because of unavailability of funds, an in- 


adeqaute standard of assistance. They became sick and needed med- 


ical services which they not only cannot purchase but are increas- 
ing in cost, including drugs, more rapidly than any other basic fam- 
ily need. In Massachusetts, the State does not supervise the general- 
assistance program and, with some few notable exceptions, this is true 
of most of the States in the country. This lack of State supervision 
and uniform State standards of assistance is reflected in the disparity 
between genera)-assistance payments and payments in all other pub- 
lic-assistance categories in virtually every State in the country. This 
disparity creates privation, suffering, and distress completely unjus- 
tified and unnecessary. 

I, therefore, commend to your committee favorable action on H. R. 
11678, the General Assistance Act of 1958, presently referred to your 
committee for action. This proposal requests the creation of a new 
title XVI of public-assistance programs, by providing Federal grants- 
in-aid to the States on both assistance expenditures and the cost of 
administration of a general-assistance program. Such favorable ac- 
tion by this committee and the Congress will assure and guarantee 
more adequate assistance to the needy unemployed .and their depend- 
ents, establish single State agency supervision of standards of assist- 
ance, and provide more efficient and humane administration of such 
assistance. 

I further recommend immediate emergency extension of the period 
of eligibility for unemployment compensation to 39 weeks. I ar- 
dently advocate that this extension be financed on a direct-grant basis 
by the Federal Government to the States out of available general 
revenue. To extend this eligibility period by grants on a loan basis 
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to the States only compounds and multiplies the current and future 
financial problems of the several States. 

Thank you for this opportunity to present this statement. 

The Carman. We wish to thank you, sir, for coming to the com- 
mittee and giving us the benefit of your views on this subject. 

Are there any questions ? 

Thank you, sir. 

Our next witnesses are appearing in behalf of the American Public 
Welfare Association. 

Will you please come forward ? 


STATEMENT OF JOHN TRAMBURG, PAST PRESIDENT AND MEMBER 
OF EXECUTIVE COMMITTEE (ACCOMPANIED BY HON. CARL 
ADAMS, COMMISSIONER OF PUBLIC WELFARE, STATE OF ARKAN- 
SAS; AND PETER W. CAHILL, EXECUTIVE SECRETARY, ILLINOIS 
PUBLIC AID COMMISSION), AMERICAN PUBLIC WELFARE ASSO- 
CIATION, CHICAGO, ILL. 


Mr. Trampure, Mr. Chairman, members of the committee, I am 
John Tramburg, presently commissioner of institutions and agencies 
in the State of New Jersey, appearing today as past president and 
member of the executive committee of the American Public Welfare 
Association. 

Mr. Chairman, could I introduce a couple of my colleagues? 

The Cuatrman. Yes, please, sir. 

Mr. Trampura. They are from two other States. I believe there is 
another one in the room. 

On my left is the Honorable Judge Carl Adams, commissioner of 
welfare in the State of Arkansas, and on my right is Mr, Peter W. 
Cahill, of the State of Illinois, and I believe that Judge Waxter, com- 
missioner in Maryland is here in the hall. 

The Cuarmman. Mr. Tramburg, I am pleased that you have with 
you a ey distinguished citizen of my home State and a very close 
personal friend of mine. We welcome al) of you to the committee, I 
am pleased that you included him in your group. 

Mr. Trampura. Mr. Chairman, we had one more, but he went back 
to North Dakota for some reason or other. I don’t know why he left. 
Maybe he got frightened this morning, 

The Cuarrman. I am sure not at anything that took place here. 

Mr, Trampure. Mr, Chairman and members of the committee: In 
qualifying myself to testify I would like to add that I was Commis- 
sioner of Social Security in the Department of Health, Education, and 
Welfare during 1953 and 1954 and at that time was responsible to the 
Secretary for the overall supervision of the old-age and survivors 
insurance, public assistance, and Children’s Bureau programs. In that 
capacity I had the privilege of appearing before your committee in 
connection with the Social Security Act Amendments of 1954. 


THE AMERICAN PUBLIC WELFARE ASSOCIATION 


_TheAmerican Public Welfare Association is the national organiza- 
tion of local and State public welfare departments and of individuals 
engaged in public welfare at all levels of government. Its member- 
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ship includes State and local welfare administrators, board members, 
and welfare workers from every jurisdiction. 

Within.our association are a number of national councils includi 
a council representing all of the State administrators of public wel- 
fare, a.council of local administrators of public welfare, and a coun- 
cil of members of State and local boards of public welfare. We have 
five committees (aging, medical care, services to children, social work 
education and personnel, and welfare policy) on which our member- 
ship is represented and through which we are able to obtain a cross 
section of views on how public welfare is operating to meet the needs 
of people in their home communities. 

We have six regional conferences each year and a nationwide meet- 
ing in alternate years at which we discuss current issues in social secur- 
ity and ebtain the views of our members. As a result of these discus- 
sions our board of directors of 26 persons, representing all parts of the 
country, adopts official policy positions on issues of current significance. 
In testifying today, I am presenting to you the views embodied in our 
policy statements ees by our board of directors. 

The agencies and individuals making up the membership of the 
American Public Welfare Association are charged with the re- 
sponsibility for administering the various assistance and service pro- 
grams in public welfare under titles I, IV, V, X, and XIV of the 
Social Security Act. In our membership are the people who have the 
responsibility for day-to-day administration of the programs for the 


needy aged, the needy blind, the needy disabled, needy dependent 

children, and the needy receiving general public assistance. 
Through our organization, we work toward constructive ways to 

bel restore as many persons as possible in the public assistance case- 


load to self-care and self-support. Our members seek through pro- 
tective, preventive, and rehabilitative services to help solve the prob- 
lems of children and families who request the services of public-wel- 
fare departments. 

We are constantly seeking ways to make our services more effective 
and to improve the caliber of administration in public welfare pro- 
grams. e have been in the forefront of those groups which have 
advocated broadening and strengthening our existing social insurance 
programs. We believe that the Congress should take further action 
at this session to improve the social insurance program and thus 
further to reduce financial dependency and also to improve our pub- 
lic assistance programs so as to more effectively meet existing needs. 
Because of inadequacies in our public assistance programs there un- 
doubtedly are many needy persons in the United States who are not 
receiving assistance. 

The serious unemployment problem in recent months has increased 
public assistance caseloads. Today there are about 6.5 million per- 
sons receiving public assistance of whom 5.4 million are on federally 
aided programs and about 1.1 million who are receiving general as- 
sistance on programs without any Federal aid. In November 1956 
there were 5.7 million persons receiving public assistance of whom 
5.1 million were on federally aided programs. You can see from these 
figures that assistance rolls have been climbing. In addition, expen- 
ditures have increased because of the rise in the cost of living. 

Medical care costs have risen for 42 consecutive months. Medical 
care is an important factor in the determination of eligibility for 
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ublic assistance. Medical care costs have been rising twice as fast 
as the overall cost of living while hospital costs have risen nearly 
four times as fast as the general price rise. As a result of all these 
factors, assistance upentliadion for the Nation are running $25. 
million more per month than there were just a year ago. 

The Federal budget submitted to you in January was based upon 
economic and business conditions during the last half of 1957. We- 
feel that we would be remiss in our responsibilities if we did not em- 
phasize to you that current economic conditions are having the effect 
of rapidly increasing the number of persons on the public assistance 
programs. AndI might add also the crime rate. 

The unemployed employables generally are not eligible for assist- 
ance under the categories of old-age assistance, aid to the blind, aid 
to dependent children, or aid to the permanently and totally disabled. 
Some State and local governments, therefore, are having to consider 
appropriating increased funds to provide minimum help for the fam- 
ilies involved. States and localities are having a difficult time meet- 
ing these emergency needs. The federally aided categories also are 
showing the effects of current conditions, especially as relatives are 
unable to contribute to support their parents. Individuals with 
physical disabilities and marginal] skills who are able to support their 
families when business conditions are good are often the first to be laid 
off and thus must apply for assistance. Working mothers who are 
normally the support of their families who become unemployed soon 
apply for aid to dependent children. 

Fcoekd like to point out that State and local public welfare agencies 
are responsible tering for expending $3 billion a year and for providing 
assistance to 6,500,000 persons each month. 

The American Public Welfare Association is committed to the prin- 
ciple of doing everything reasonably possible to reduce the assistance 
rolls to the absolute minimum consistent with the welfare of assistance: 
recipients. It is for this reason that we have supported the extensions 
and improvements in OASI and unemployment insurance which have 
been made in the past and that we are urging that further steps be tak- 
en by the Congress at this time. 


EXTEND UNEMPLOYMENT INSURANCE 


The American Public Welfare Association believes that the unem- 
ployment insurance program should be strengthened with respect. to 
the duration of benefits and the adequacy of benefit payments. We 
also believe that consideration should be given as soon as possible to 
extension of coverage, and less restrictive eligibility and disqualifica- 
tion provisions. 

At this particular time we especially urge favorable consideration 
for extension of the duration of unemployment insurance benefits 
because thousands of unemployed persons each week are exhausting 
their rights to benefits. Many of these persons or their dependents 
must apply to the welfare agency for public assistance. In other 
cases, persons who exhaust. their benefits and then subsequently ob- 
tain part-time or full-time employment make it impossible for another 

erson to obtain or retain employment who then in turn has to apply 
or assistance. This vicious circle breeds insecurity and is damaging 
24042586 
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to the morale and skills of thousands of persons, and I might add 
breaks up many homes. 

Unemployment insurance is a particularly appropriate method of 
handling short-time unemployment. The duration of unemployment 
benefits in every State is inadequate. We urge you to take prompt 
Federal action to extend unemployment’ benefits in the present 
emergency. 

GENERAL PUBLIC ASSISTANCE 


Unemployment insurance, however, cannot and should not be made 
to cover all needs that arise as a result of unemployment. Some 
occupations are not covered by unemployment insurance, and there 
are cases of persons with large families of special medical needs where 
unemployment insurance benefits will not be sufficient. In some cases, 
persons may be unemployed beyond 39 weeks or even 46 weeks. When 
these people are without any income, they apply for assistance. 

General assistance, in some states and localities called direct relief, 
or home relief, is available in many communities today only to unem- 
ployable persons. In many. States-suchassistance-is very limited be- 
cause it is financed entirely by the counties from property taxes. One- 
half of all the cost of general assistance throughout the country in the 
fiscal year 1957 was borne by the cities or counties, the other half by the 
States. Federal funds are not available for general assistance. Thus, 
we find ourselves in the present emergency without an adequate under- 
— of our unemployment insurance program to meet emergency 
needs. 

We recommend that your committee authorize Federal aid to the 
States to -meet:the needs of those who must: apply for general assist- 
ance. This isan immediate and urgent necessity. 

Over a million persons are receiving general assistance at the 
present time. In January, the number increased over 150,000, and 
I might add here, Mr. Chairman, in the State of New Jersey in the 
month of February our load was 63.9 percent higher than it was a 
year ago in February. Despite the fact that many persons in many 
communities are ineligible for general assistance, rolls have been 
climbing. Some States are considering cutting back on their funds 
for general assistance due to the likelihood of decreased tax revenues. 
The situation has been changing so fast that we just do not know 
how some States and localities will make out during the next few 
months in handling their assistance problems. 

The amount being paid for general assistance is inadequate. The 
average monthly payment in January 1958 was $61 per case which 
includes the average payment for both families and single persons. 
This average varies widely among States and localities. Statistics 
from the Social Security Administration show that the average 
monthly payment in November 1957 was about $12.50 to $14.23 in such 
States as Alabama, Arkansas, Mississippi, and Oklahoma. 

Federal aid at the present time not only would enable the State and 
localities to care for needy persons now without income but provide 
somewhat more adequately for the needy persons now receiving in- 
sufficient payments. 

As to Federal legislative objectives of the American Public Wel- 
fare Association, I would like to say this: Before concluding I should 
like to insert in the record the Federal legislative objectives adopted 
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by our board of directors for 1958, These recommendations repre- 
sent our judgment on social needs and proposals which in the light 
of our experience are feasible for consideration this year. A number 
of our recommendations are pertinent to the proposals pending be- 
fore the committee today and to the responsibilities of this committee 
on social security legisiation generally. I should like to just point out 
three recommendations in addition to those I have already made. 


OLD-AGE AND SURVIVORS DISABILITY INSURANCE 


Item 27 on our legislative objectives: The contributory old-age 
survivors, and disability insurance program as a preferable means of 
meeting the income maintenance needs of people and as a means of 
keeping the need for public assistance to a minimum, should be 
strengthened by making benefit payments more adequate; by in- 
creasing the amount of earnings creditable toward benefits to keep 
that amount in line with current conditions; by providing benefits 
for disabled insured persons of any age and for their epenees 
by extending coverage to earners still excluded. To the extent 
that these changes increase the cost of the program contributions 
should be increased to insure the financial stability of the program. 


PUBLIC ASSISTANCE 


The existing Federal formula for matching public assistance pay- 
ments expires June 30,1959. We believe that: 

Item 12. Federal participation should be on an equalization grant 
formula provided by law and applicable to financial assistance, in- 
cluding medical care, welfare services, including child welfare, and 
administration. 

Item 13. No change should be made at this time in the Federal 
matching formulas which would result in a reduction in the Federal 
share of assistance, services, or administration. 

I am sure that other items in our Federal legislative objectives will 
also be of interest to you but in order to conserve your time, I will put 
them in the record. 

(The information referred to is as follows :) 


FEDERAL LEGISLATIVE OBJECTIVES, 1958 
AMERICAN PUBLIC WELFARE ASSOCIATION 


Prepared by committee on welfare policy—Approved by the board of directors, 
December 3, 1957 


The American Public Welfare Association believes that the States and their 
political subdivisions have the primary responsibility for developing and ad- 
ministering public-welfare functions in the United States. The Federal Govern- 
ment has the obligation to develop nationwide goals and to use its constitutional 
taxing power to equalize the financing of public welfare so that public-welfare 
services may be available on a reasonably equitable basis throughout the coun- 
try. The association’s legislative objectives are based on these premises and 
on recognition of the importance of encouraging self-responsibility and assuring 
humanitarian concern for individuals and families. 

To accomplish these purposes the association believes that— 

Contributory social insurance is an effective governmental method of 
protecting individuals and their families against loss of income due to 
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unemployment, sickness, disability, death of the family breadwinner, and 
retirement in old age; 

Public-welfare programs should provide services to all who require them 
including financial assistance, preventive, protective, and rehabilitative 
services, and should be available to all persons without regard to residence, 
settlement, or citizenship requirements ; 

The benefits of modern medical science should be available to all; and 
to. the extent that individuals cannot secure them for themselves govern- 
mental or other social measures should assure their availability ; democracy 
has a special obligation to assure to all the Nation’s children full opportunity 
for healthy growth and development. 

These general principles are amplified in other policy statements approved 
by the board of directors of the association. The welfare policy committee of 
the association has reviewed all of these statements in the light of current 
needs and has developed specific legislative objectives for 1958. While the 
following list does not include all of the association’s policy positions, it presents 
in condensed form those legislative objectives which are most likely to be of 
current significance, 


PUBLIC-WELFARE PROGRAMS 


Scope of program 

1. The comprehensive nature of public welfare responsibility should be recog- 
nized through Federal grants-in-aid which will enable the States to provide 
financial assistance and other services not only for the aged, the blind, the- 
disabled, and dependent children, but also general assistance for all other needy 
persons. 

2. Federal financial aid should be available to assist States in carrying out 
their responsibilities for preventive, protective, and rehabilitative services to 
all who require them. 

8. The Federal Government should participate financially only in those as- 
sistance and other welfare programs which are available to all persons within 
the State who are otherwise eligible without regard to residence, settlement, 
or citizenship requirements. 

4.. Fhe aid to dependent children program should be strengthened by providing 
Federal aid to the States for any needy child living with any relative. 

5. Specific provisions should be made for Federal financial participation in 
the maintenance of children who require foster care. 

6. Restrictions limiting use of Federal child-welfare services funds to rural 
areas and areas of special need should be removed. 

7. Federal financial assistance should be made available to the States in 
programs for the prevention and treatment of juvenile delinquency, including 
research and the training of personnel. 

8. Additional Federal funds should be provided to the States to help meet 
the needs of mentally retarded and other handicapped children. 

9. The category of “Aid to the permanently and totally disabled” should be- 
modified through eliminating the Federal restriction requiring a disability to- 
be permanent and total and through eliminating the age requirement. 

10. The Federal Government should participate financially in the develop- 
ment of specialized services for the aged, irrespective of financial need. 


Methods of financing programs 

11. The continuation of the Federal open-end appropriation is essential to a 
sound State-Federal fiscal partnership in all aspects of public assistance. Since- 
it is not possible to predict accurately the incidence and areas of need, flexibility 
is necessary in financing public-assistance programs. 

12. Federal participation should be on an equalization grant basis provided 
by law and applicable to financial assistance (including medical care), welfare- 
services (including child welfare), and administration. 

13. No change should be made at this time in the Federal matching formulas 
which would result in a reduction in the Federal share of assistance, services 
or administration. 

14. Federal maximums on individual assistance payments should be removed. 
So long as Federal legislation sets maximums on Federal participation in public- 
assistance payments, such Federal financial participation should be related to 
the average payment per recipient rather than to payments to individual 
recipients. 





FEDERAL UNEMPLOYMENT COMPENSATION BENEFITS 79 


‘¥5. Federal maximums on medical-care payments in public assistance should 
be removed. Until such maximums are removed, provision should be made both 
for matching of average vendor payments for medical care within any assistance 
ceilings and for maintaining the separate matching basis for medical care. 

16. Federal aid for public assistance should be on the same basis for Puerto 
Rico and the Virgin Islands as for other jurisdictions. In particular, the annual 
dollar limitations on Federal participation should be removed. 

17. The funds authorized and appropriated for Child Welfare Services in the 
Social Security Act should be increased to an amount sufficient to stimulate and 
support the development of adequate State programs. 

18. Provision should be. made in the law for redistribution of Federal funds 
appropriated for Child Welfare Services so that allotments not used by a State 
in any year could be redistributed to other States or could be made available 
to that State the following year. 

19. The Federal Government in cooperation with the States should study the 
restriction on Federal financial participation in assistance payments to adults 
living in public nonmedical institutions. 

20. The Federal Government should participate financially in the costs of any 
State and local civil defense welfare services. 

21. Federal legislation should provide funds for repatriation from abroad of 
American nationals in need of asistance. 


Administration 


22. Adequate and qualified personnel is essential in the administration of 
public welfare programs. Federal financial participation in administrative costs 
of State welfare programs should. be-sufficient to enable States to provide ‘for 
the adequate administration of all welfare programs. 

23. Adequate Federal funds should be authorized on a permanent basis to 
assist States in training staff for State and local public welfare programs and 
moneys should be appropriated for this purpose. 

24. Public welfare programs in which the Federal Government participates 
financially should be administered by a single agency at the local, State, and 
Federal level. 

25. Federal, State, and local public welfare agencies should participate in 
and assist in the administrative coordination of all related programs in which 
there is Federal financial participation. 

26. The administration of the Children’s Bureau should be maintained within 
the Social Security Administration. 


SOCIAL INSURANCE PROGRAMS 
OASDI 


27. The contributory old-age, survivors, and disability insurance program, as 
a preferable means of meeting the income-maintenance needs of people and as 
a means of keeping the need for public assistance to a minimum, should be 
strengthened by making benefit payments more adequate; by increasing the 
amount of earnings creditable toward benefits to keep that amount in line with 
eurrent conditions; by providing benefits for disabled insured persons of. any 
age and for their dependents; by extending coverage to earners still excluded. 
To the extent that these changes increase the cost of the program, contributions 
should be increased to insure the financial stablity of the program. 

28. Hospitalization costs of old-age, survivors, and disablity insurance bene- 
ficiaries should be financed through the insurance program. 

29. The funds of the insurance program should be available to help restore 
disabled people to gainful employment where it reasonably appears such ex- 
penditures would result in a net saving to the fund. 

30. The membership of the Advisory Council on Social Security Financing, 
established by the 1956 amendments, should include representation from public 
welfare and its functions should be broadened to include responsibility for 
recommending improvements in all aspects of old-age, survivors, and disabitity 
insurance, with particular emphasis on methods of keeping the program in line 
with curent economic conditions and with changes in levels of living. 

31. Adequate and qualified personnel are essential in the administration of 
the old-age, surviyors, and disability insurance program. Federal funds should 
be made available for the training of staff in institutions of higher learning, 
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Unemployment insurance 

32. The unemployment insurance program should be strengthened with respect 
to extension of coverage; adequacy of benefit payments and duration; and less 
restrictive elegibility and disqualifications provisions. ‘ 


Other social insurance 
83. Study should be given to ways of improving and extending temporary 
disability insurance benefits and workmen’s compensation programs. 


RESEARCH AND DEMONSTRATION PROJECTS 


34. Federal funds should be authorized and appropriated for research and 
demonstration projects in all aspects of social security and public welfare. 


RELATED PROGRAMS 


35. The Federal Government should provide leadership, funds and research 
for the promotion of health and the prevention of sickness and disability con- 
tributing to dependency. In particular, the amounts authorized and appropriated 
for maternal and child health and crippled children’s service in the: Social 
Security Act should be increased. 

36. Federal financial participation in the vocational-rehabilitation program 
should be available to serve all vocationally handicapped persons who: present 
reasonable possibilities of attaining a vocational objective. 

37. The Federal Fair Labor Standards Act should be amended to extend 
coverage and to increase the minimum wage in line with current conditions. 

AMERICAN PUBLIC WELFARE ASSOCIATION, 
Chicago, Lil. 


CONCLUSION 


Members of the American Public Welfare Association each day 
deal with many thousands of needy persons and families who apply 
for assistance and service. They know intimately and at firsthand 


the problems of persons who have exhausted their unemployment 
insurance or are not covered by unemployment insurance. 

They are keenly aware of the financial difficulties that States and 
localities are having in meeting the social welfare needs of a popula- 
tion which is growing at a rate of 214 million a year and which has 
been moving across county and State lines, thus causing many fam- 
ilies to lose their residence in their home locality. 

We are full working partners in the Federal-State program of 
public welfare and we have a large stake in the successful administra- 
tion of our entire social-security program. 

We believe that the experience of the past 22 years has demonstrated 
the basic soundness of the Federal-State subiiacmveldees programs, 
but we believe that this experience has also demonstrated that there 
are gaps in our social-security programs which warrant correcting at 
this time with congressional help. 

It is for this reason that I am here today to reaffirm the position 
of our association that a well-rounded and improved system of social 
insurance and public welfare is basic to the security of all the people 
of the Nation. 

We, therefore, urge that you give favorable consideration to the 
enactment of unemployment insurance, public assistance, and social- 
security improvements at this session of Congress. 

The Cuarrman. Thank you, Mr. Tramburg. 

Judge Adams, did you have something you wanted to say? 
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STATEMENT OF JUDGE CARL ADAMS, OF ARKANSAS (ACCOMPANIED 
BY OTHER PUBLIC WELFARE OFFICIALS) 


Mr. Apams. Mr. Chairman, I would like to make a few comments 
concerning my own State which reflects the picture of a large section 
of the country. 

I want to quote you some figures prepared by the Unemployment 
Security Division concerning our State. An estimate of $4,522,189 
could be paid to exhaust these during 1958. Included in this estimate 
is $762,054 for those persons having exhausted during the first 2 
months of 1958. 

It is estimated that approximately 68,512 new claims will be filed 
during the calendar year of 1958. Based on the assumption of 68,554 
new claims and a rising exhaustion rate, it is estimated approximately 
17,585 people will exhaust all benefits under the Staie law in 1958. 

Should these 17,985 persons remain unemployed, 23 weeks after 
exhaustion of the emergency measure, they will be entitled to 233,805 
weeks of additional benefits. 

In 1957, the average benefit payment for all employment was $19.34. 
Based on the same average benefit a total of $4,521,789 could be 
paid to these exhaustees in 1958. 

I wish to call your attention to the very low weekly payment of 
$19.34 a week. The dollar amount could be overestimated due to the 
fact that all exhaustees are assumed to remain unemployed 13 addi- 
tional weeks prior to reemployment and prior to expiration of benefit 
year. 

During January and February, 1958, a total of 3,031 claimants ex- 
hausted their benefits. These claimants, if employed 13 additional 
weeks, could be paid approximately $762,054 under the emergency 
measure. This amount is included in the 1958 total estimate. 

Mr. Chairman, I believe percentagewise the figures in Arkansas 
would probably represent the same percentage in many sections of 
the State in this unemployment picture and the benefits received under 
unemployment compensation. 

I would like to get to another class of unemployment, the class of 

ple who are not covered by any kind of unemployment benefits. 
n order to do that, I am going to quote from part of a telegram that 
was sent to our congressional delegation very recently from our State. 

Unemployment situation in Arkansas becoming more acute each day due to 
very bad crop year in 1957, lack of coverage of labor by employment labor 
compensation and generally depressed economic conditions. Legislative action 
on the national level is essential to provide relief to unemployed workers and 
their families. Impossible to provide such relief through State department of 
public welfare due to lack of available funds for direct relief. All funds pro- 
vided by legislation for this purpose~already ‘committed to. the. aged,. blind, 
dependent children, and totally disabled persons. 

In many States in our country, I am sure that that same condition 
exists; that the funds available in the State are going to the 4 
established categories of relief—the 4 federally matched categories. 

Direct relief funds from Federal Government to be matched by the State 
would be of no help since Arkansas has no State funds with which to match 


Federal funds in this category. Suggest and urge that the Arkansas delegation 
introduce and push legislation which would result in the allocation of funds 
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to be administered by the State department of public welfare and all Federal 
funds to be expended in Arkansas for the relief of unemployed persons. ; 

Also suggest a modified smaller works program for alleviating depressed 
areas in this State. Since the Federal Government has accepted unemploy- 
ment as Federal aid responsibility, we urge your immediate action on these 
matters. 

This telegram was sent by the Governor of the State of Arkansas, 

In fhe welfare departments over the country in all of the States, I 
presume that our biggest question is now, as a result of this recession 
what help can we give this vast group of people who are unemploy 
and who:are not: covered»by any-kind of cash grants or benefits. 

We are having these people come to our various county departments 
by the thousands asking for relief or assistance, but we have no assist- 
ance to give them and it is my suggestion and my desire, and I believe 
the desire of the entire American Public Welfare Association that this 
Congress make available as soon as possible funds to take care of this 
vast army of unemployed, uncovered people. 

Thank you, Mr: Chairman. 

The Cuarrman. Thank you for a very fine statement. 

Mr. Tramburg, do you have anyone else who wishes to testify at 
this time ? 

Mr. Trampura. I believe Mr. Cahill, of Illinois, would like to make 
a statement. 


STATEMENT OF PETER W. CAHILL, EXECUTIVE SECRETARY OF 
THE ILLINOIS PUBLIC AID COMMISSION 


Mr. Cant. I will make my statement brief, Mr. Chairman. 


The last figures that were published by the Illinois Department of 
Labor in connection with unemployment indicated in January that 
Illinois had 245,000 unemployed. Of those, 137,000 were covered 
by unemployment compensation and 108,000 were not covered. 

This uncovered load of 108,000 has contributed to a 49-percent in- 
crease in our general assistance caseload since September 1957 through 
February of 1958. Our caseload in 1957 was 12,000. In February 
of 1958 it was 122,000. 

As a result of this increase in caseload in Illinois some $70 million 
in State and local moneys were appropriated for the biennium end- 
ing June 30, 1959. Of that $70 million because of this increase in 
unemployment.and:general assistance we -will have expended accord- 
ing to our March figures the unemployed who have cost us so far 
in Illinois some $14 million. 

There have been various proposals made before this committee 
today. I would like to add two proposals to those already made, 
One is—they are both in the form of extensions of the present social 
security programs—in connection with ADC. I should like to rec- 
ommend for the consideration of the committee that, in ADC, the 
Federal .Social Security Act or the rules and regulations of the So- 
cial Security Administration be expanded to cover all children under 
18, (1) living with their parents in which the adult or adults cannot 
support for any reason whatsoever; (2) the children in foster homes 
or institutions under court orders where parents or their responsible 
relatives are unable to support them. 
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In other words, I believe by this type of extension in ADC that a 
number of persons who are now dependent on the general assistance 
rolls in the State would be taken care of under the Federal program. 

In the second area of permanently and totally disabled, I would 
like to suggest that the committee consider the extension of the per- 
manently and totally disabled of the Social Security Act to include 
the temporarily disabled including those people who are medically 
indigent and persons whose medical, physical, or educational limi- 
tations are such that they are precluded from full-time employment 
and further, that the dependents of these persons eligible for dis- 
ability assistance be included, among the persons to receive those 
benefits. 

The Cuarmrman. Thank you, Mr. Cahill, for your suggestion. Is 
there anything further you desire to say, or does that conclude your 
testimony ¢ 

Mr. Trampure. That concludes our testimony. 

Mr. Kxocu. Do any of you gentlemen have any comment to make 
on that portion of the administration bill which provides that in the 
event the States do not make an agreement that the funds should be 
administered throngh a Federal.agency ¢ 

Mr. Tramsure. I am not a student of unemployment compensa- 
tion nor do I administer it, but I am terribly concerned when the 
benefits run out and it outstrips our staff as well as our funds, but 
to answer your question specifically, I do not think that I would be 
prepared to, and it would be just something off the top of my head 
that would not be meaningful. 

Mr. Keocu. Is that true of your other colleagues! 

Mr. Cantu. I would agree. 

Mr. Byrnes. I want to welcome Mr. Tramburg to Washington. 

On page five you talk about extended unemployment insurance and 
you suggest that unemployment Benetne be considered with a view 
toward extension of coverage and less restriction eligibility and dis- 
qualification provisions. Is that a general statement? 

Mr. Trameurc. That comes from our APW position. I would as- 
sume that that would apply to Federal and State because it takes a 
combination of action for the program to be totally effective. 

Mr. Byrnes. Fundamentally it just takes State action. I was won- 
dering whether you were suggesting the transfer of the authority to 
make that determination from the States to the Federal Government. 

Mr. Trampura. I do not believe so, no, sir. 

Mr. Byrnes. Where is the Federal Government going to get this 
money that you suggest for the States and counties and cities that are 
in difficulty ¢ 

From what I have seen in view of.the Federal fiscal situation, it 
is not something to be envied by the States. Where is the Federal 
Government going to get the money that is to come in under these 
programs ? 

r. Trampurc. Specifically I would not know how to answer except 
that the broad base taxation and the Federal Government’s oppor- 
tunity seems to be much bigger than in the States where the tax 
particularly is very heavy on home and property owners. 

I am sure a careful examination in the States will reveal that the 
have been in conflict with the Federal taxing resources. They both 
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t it out of the same taxpayer’s pockets and I certainly would not 
ack the fact that the taxpayers have to pay for the program. 

But there is another side to the question, Congressman Byrnes. If 
we do not meet this emergency, we are going to pay a heap more by 
reason of broken families and crime and institutionalization. If we 
meet it adequately now, we can save ourselves from expending larger 
sums of money later on. 

With respect to our ability to pay for this, there are all kinds of 
observations that we should be able to pay it, with a country as wealthy 
and prosperous and full of opportunity:as America is. 

Mr. Byrnes. I am not questioning that area of it. I am merely 
questioning which area of Government the responsibility should fun- 

amentally fall in and whether that area does not have within itself 
the same capacity as the Federal Government has so far as the financ- 
ing is concerned. 

The States have just as large an area of revenue-producing author- 
ity as the Federal Government with the single exception, possibly, that 
they cannot impose duty. You have the income tax in the States, and 
you can have it just as readily as you can have it in the Government, 
such as on inheritance and so on, just as much as you have it in the 
Federal Government. 

Mr. Tramsurc. Two things come to my mind. The effort in some 
of the States with lower ability is greater than some of the States 
with higher ability. 

The other point is the problem that my two colleagues to my right 
and left have today which might be my responsibility within a 
month—those families move. The reverse could be true. I was in- 
terested not too long ago to see our commissioner of education in the 
county ask for a raising of hands of how many persons had been 
born and raised in this particular county. 

There were very few. How many people came from outside the 
State? A great many more. To me it indicated that the mobility of 
our population following jobs, following opportunities and followin 
the worker is apparently a lot greater than I personally had pla 
emphasis on. 

Therefore, if this is really true, then it becomes much more of a na- 
tional problem than it does a State problem. 

Mr. Byrnes. Why add one pyramid on top of the.other if these 
things are now hecdvniny daisicully Federal problems? Why not tell 
the States to forget about it rather than having the two layers. The 
thing that worries me in the picture that you gentlemen presented 
particularly in the assistance field is that it seems to be quite an in- 
dictment and an attitude of defeatism as far as all of the other units of 
our Government except the Federal Government that here we have in 
the United States a system of State and county governments, and yet 
apparently they cannot handle any of these problems. We must all 
turn to the Federal.Government. and the source of the Federal Gov- 
ernment’s strength, revenue, and everything else goes right back to 
the same area and the same people and it troubles me as to just what the 
philosophy is that dictates that. 

Mr. Tramevre. I think the thing that dictates it now, Congressman 
Byrnes, is that fact that we in public welfare at least, feel we are 
oe a real emergency just not in one State but in many States in the 
Nation. 
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There are also programs that are costing the local taxpayers prob- 
ably from their own point of view all they can handle and that is the 
problem of our birth rate, classrooms, teachers, municipal facilities 
that are necessary, sewage, water, etc. 

Mr. Byrnes. You are even getting Federal aid for sewage disposal 
from the Federal Government. 

The Cuarrman. Are you saying to us today that the States are not 
financially able in connection with —_ general assistance program to 
which the. Federal Government makes no contribution, to utilize those 
programs to the end of stemming the tide of unemployment and 
avoiding suffering by people who are not under the unemployment 
compensation programs of the States? Is that what you are saying? 

r. Trampure. I believe that is a fair summary of the conditions 
in a great many areas. 

Mr. Chairman, I would also like to say that most of us had hoped 
that this arm of the social legislation program of America ua es 
more effective in meeting this need than it has in this recent period 
of unemployment because, very frankly, you will find that in some 
areas of this country the general assistance program has retired. 

Municipalities had closed shop. There is no organization. I find 
this true in my home State. Communities, municipalities that have 
not had an organization and general assistance for as long as 12 or 14 
years are suddenly having to organize to get some sort of staff to meet 
the hungry, the needy, the medically indigent problems that are being 
brought to the forefront in those communities. 

The Cuarrman. Actually, is it not the purpose of the general as- 
sistance program within the State to take care of those most needy 
situations that may arise within the State to which the other four 
assistance programs are not applicable and not for the purpose of 
taking care of individuals just because they are unemployed and in 
need under general assistance ¢ 

Mr. Tramsure. The general assistance program has generally been 
considered the mopup program which does not fit into the category of 
those not eligible for compensation. 

The Cxatrman. It was never considered to be a counterpart for 
those who were not covered under the unemployment compensation 
program and became unemployed. You do not consider it set up for 
that purpose; do you? 

Mr. Tramsure. It would depend on the State law. In the State 
I come from a person who has lost his needs and cannot find a job is 
eligible for general assistance to maintain himself and his family 
until he can again connect with a job. 

In other words, it is a program pure and simple to maintain and 
preserve family life through a temporary period hopefully of un- 
employment. 

he Cuarman. Is that the general situation in most of the States? 
Is that. the way it is viewed ? 

Mr. Trampora. I think it varies. I used to be director here in the 
District of Columbia and I recall at one time here we gave no general 
assistance to an unemployed employable person. 

The Cuarman. In most States is not this program actually limited 
to the individual who is unemployable but still does not qualify under 
1 of the other 4 assistance programs? 
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Mr. Trampure. I would have to research that question and find out 
the use of our national office on the question. 

The Cuarmman. What is the situation in the State of Illinois, Mr, 
Cahill? Do you provide general assistance to people who are em- 
ployable or do you limit it to people who are unemployable? 

Mr. Canim. Generally, in Illinois the program is for those persons 
who cannot qualify for the categories and are mainly for the ma- 
jority of our load unemployed persons, but they are persons who prob- 
_ can never get employment. That is the type of program we have 

ere. 

I think the interest of the Public Welfare Association today is that 
the committee is considering ideas that have to do with this national 
unemployment situation. The national unemployment situation is af- 
fecting the States in that it is adding to this basic number of people 
who are ineligible for categories, but come into the State because 
of unemployment. 

It would seem that with the consideration being given by the Fed- 
eral Government to unemployment compensation plans they are 
mainly the bills that you are considering today, but in addition to the 

up that would be benefited by unemployment compensation bills 
there are those who are not covered by unemployment compensation 
bills and are flooding the rolls of the various States. 

The Cuarrman. We understand that. I am trying to determine 
now whether or not the States contemplated, when they established 
these general assistance programs, that they would be sufficient to 
cope with the need that might arise on the part of the individual who 
becomes unemployed and is not covered by unemployment compen- 
sation. 

Did the States initially, when they set up their programs, feel that 
they were taking care of that category of the individual who be- 
comes unemployed ? 

Mr. Cantu. The Governor in Illinois, for instance, has indicated 
that he will call, if necessary, a special session to make Illinois funds 
available to meet whatever deficiencies we have in our appropriation 
because of this expenditure of $14 million that we had not counted on. 

The Cuamman. In your statement I then assume that you do con- 
template that the State will provide through general assistance for 
those individuals who become unemployed and who are not covered 
by unemployment compensation. 

Mr. Canty. The answer is that Illinois in this situation is prepared 
to take care of its own load, but in connection with the Federal plan- 
ning for unemployed generally throughout the country we should 
like to drop the ideas for the committee’s consideration of expanding 
the present Federal Social Security Acts to take even more persons 
from our general assistance load than they have taken up to this point. 

The Cuamman. That is not a subject matter before the committee 
at the moment. 

Mr. Jenxrns. Under the present Illinois law, these funds are not 
for the employables who are unemployed. To make it available to 
them, you would have to have a special session of the legislature to 
approve that use of the funds? 

. Camm. At this point, we are not sure whether or not we will 
need a special session. It is awfuly close. We may be able to get 
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through with our regular session. On the other hand, we may need 
to call a special session. 

The Cuarrman. I had always proceeded on the basis that the States 
did not establish general assistance eae for the purpose of taking 
care of an unemployed employable individual. I thought that. the 
general assistance program was for purposes of taking care of those 
people who were in need who could not qualify under the other four 
programs but who, in the main, were characterized as being unem- 

loyable for some reason or another. 

1 think that is the situation in our State, Judge Adams; at least 
the way the program used to be administered when I knew more about 
it than I do at the moment. 

Mr. Apams. I think you are right, sir. 

The Cuarmman. There must be some situations which vary between 
the States. 

As I take it, your position is that if we are to have an increase of 
present levels of unemployment the Federal Government should assist 
the some 2 million or more of those who are presently unemployed 
and are not under the State programs of unemployment compensa- 
tion if it is to assist those who are covered under the State programs 
of unemployment compensation. 

Mr. Tramsure. I would agree. I would think that summarizes it 
very well. 

he Cuarrman. Is it not true that about 37 percent of the people 
who are unemployed are not under the State programs, nine 

Mr. Trampvcre. That is correct. 

The Cuarrman. If the committee should be a ble to the idea 
of making Federal funds available for this additional category of 

ublic assistance, how would we do it? Would we use an of the 
ieiales which presently appear in the law with’ respect to the blind, 
the aged, the dependent children, the disabled ? 

Should we require participation by States in this instance or be- 
cause of the particular situation that exists should this be a 100 per- 
eent grant from the Federal Government for this purpose? 

Mr. Tramsura. One hundred percent of our grant is to meet this 
emergency to one of a matching formula and participation by the 
States to the one which Mr. Cahill recommended, which, as I under- 
stand it, was the expansion and definition of needy under the aid 
to dependent children to take in the unemployed father until he 
can get work. 

Then, he takes himself and his whole family off. I suppose there 
are as many possibilities as there are situations calling for action 
that can be applied. 

The Cuatrman. If we do it as Mr. Cahill suggested, I presume 
the matching formula which is in existence under the dependent 
children section of the law would be continued. 

Mr. Tramsure. That could be. I think it would be a possibility. 

The Cuarrman. Would that be the preferable way to do it? hat 
if there are no children who could be reached through the dependent 
children provision. 

Mr. Tramaure. What about the bachelor who is unemployed and 
hungry ! 
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The Cuarrman. Or there may be a wife and husband with no 
children. 

Mr. Tramepore. It seems to me if this size of unemployment seems 
to grow, realistically if we are going to preserve family life in America 
we are going to have to meet this ead-on as a special situation. 

The Carman. Would you gentlemen, through your organization, 
give further consideration to the matter of how a program should be 
developed? In the event that the committee is interested in develop- 
ing a program in connection with the implementation of unemploy- 
ment compensation we would like to have other views available, as 
soon as we get into executive session, on the details of such a program, 
Whether we should add such a program by amending some of the 
existing categories of assistance, whether we need in this emergency 
situation to think entirely in terms of a brandnew category of assist- 
ance. 

Give us your best judgment on that just as soon as youcan. We 
would appreciate your doing it. 

Mr. Byrnes. If we do go into a program which provides general 
assistance for employers, then is there any necessity for the committee 
to give any consideration to this superimposed Federal program on 
unemployment compensation ? 

Mr. Tramepore. I can only answer this way: If there is a temporary 
extension of unemployment compensation to the point where these 
people are not being taken care of from public assistance, then what- 
ever you do there is a lessening demand on whatever has to be done 
for the remaining group. 

If you are thinking in terms of a one-shot program, your question 
raises some interesting other sidelights, I would think. There is the 
question about the means’ test being applied to those who are tem- 
porarily unemployed. 

Mr. Byrnes. It you are going to take care of the employable after 
they have outrun the workmen’s compensation then why can it not 
all be incorporated in that particular program rather than having a 
Federal program that extends the State unemployment compensation 
act and have another program moving in. 

Why do you not have just one program ? 

Mr. Tramevre. I think that is certainly one possibility, without 
question. Whether that is what the decision would be to meet the 
problem that is facing America in all its many States, I would not 
know. 

The Cuatrman. Gentlemen, we thank you again for giving us the: 
benefit of your views. 

The committee will have to recess for a few minutes to answer # 
rolicall. 

AFTER RECESS 


The Carman. The committee will please be in order. 
Our next witness is Judge Thomas J. S. Waxter in behalf of the 
National Association of Social Workers, of Washington, D. C. 





FEDERAL UNEMPLOYMENT COMPENSATION BENEFITS 89 


STATEMENT OF THOMAS J. S. WAXTER, CHAIRMAN, BALTIMORE 
CHAPTER, NATIONAL ASSOCIATION OF SOCIAL WORKERS 


Mr. Waxter. I am Thomas J. S. Waxter, member of the commis- 
sion of the Baltimore chapter of that-association. _ I appreciate the 
opportunity of appearing before you early in your deliberations on 
measures to assist the unemployed. 

The National Association of Social Workers is an organization 
composed of professional social workers employed in governmental 
and in private nonsectarian and sectarian health, welfare, and recre- 
ation agencies. More of our members work directly and immediately 
with unemployed persons than any cther professional group and have 
therefore had a long interest in the social problem of want. Over 
the years, the association has exercised leadership in the development 
of interest in a wide range of income-security programs including old 
age and survivors and disability insurance, public assistance, and the 
unemployment; compensation program, and supported many con- 
structive measures. 

I would like to have the privilege of filing for the record on or 
before April 1 our statement on the unemployment compensation 
program. At this point I merely want to indicate that we support in 
general the provisions contained in bills such as H. R. 11326 and H. R. 
11327 as immediately necessary for the continuance of unemployment 
compensation to those persons eligible and already covered by that 
system. We hope sincerely and urge sincerely, however, that the 
lessons of the past several months will put real drive behind amend- 
ing our unemployment compensation program along the general 
directions suggested by the administration but more comprehensively 
outlined in the Kennedy-McCarthy bills, S, 3244 and H. R. 10570. 

Today I would like to address-my remarks briefly to the importance 
of a supplementary: program to-the. unemployment-compensation sys- 
tem which would backstop that system and make some provisions for 
assisting the persons who have fallen between the cracks of the unem- 
ployment-compensation program or who are not eligible or for whom 
in other ways the program has proved to be an inadequate means of 
financing their fundamental aioe for food, shelter, and clothing. 

Somewhat over 2 million unemployed persons are not soveretls our 
present unemployment-compensation laws. For these individuals the 
proposals of emergency extension of unemployment benefits will offer 
no help. In addition, there are many persons who, while covered 
under unemployment compensation, have special and acute needs 
caused by sickness or family size or other factors for whom unemploy- 
ment compensation, as it is presently operated, makes. completely 
inadequate provisions. These people will still be faced with serious 
difficulties in terms of maintaining their families with the enactment 
of the provisions contained in H. R. 11326 and H. R. 11327. 

In the past, various distinguished members of our profession have 
raised their voices to urge the adoption of the principle that the Fed- 
eral Goyernment.should carry the responsibility for assistance and aid 
to the unemployed because unfortunately this responsibility had not 
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and probably would not be carried by many States and localities, 


These voices were crying in the wilderness, however, and have been , 


muted in the opulence of war and postwar years. 

Our position today is that the principle of Federal responsibility for 
aid and assistance to the unemployed 1s still sound and desirable, but 
we recognize that we have to work within the framework of what 
already exists. We propose, therefore, that’ measures be enacted 
which, in the spirit of | the legislation suggested for emergency exten- 
sion of Federal unemployment-compensation benefits, would provide 
for an emergency program of general assistance on an individualized 
basis to those persons or families whose basic needs in accordance with 
standards established by the States are not fully met through their own 
resources, social insurances, and other social measures. 

This program we would see as an appropriate responsibility of the 
Social Security Administration of the Department of Health, Edu- 


cation, and Welfare. In accordance with the principle that the 
problem of unemployment is one of substantial Federal responsibility, 
we would urge that such a temporary program of general assistance 
to the needy call upon a high proportion of Federal matching funds 
in order that its effects may be quickly translated by the States. We 
recognize that such a general assistance program, even though tem- 


porary in nature, would require tests as to need. However, we would 

hold that there should be no requirement with respect to residence 

and that any otherwise eligible persons actually Waiting permanently 

or temporarily in the State should receive assistance, giving recogni- 

tion thereby to a fact of American life—the great mobility of our 
le. 

e have noted with interest*that the report of the House Appro- 
priations Committee on the Departments of Labor, Health, Educa- 
tion, and Welfare, and related agencies, dated March 1958, has these 
observations to make with respect to public assistance grants to the 
States under titles I, TV, IX, and XIV: 

There appears to be little doubt but that the amount requested, $1,806,400,000, 
is going to be insufficient to make Federal payments under the basic law. As an 
illustration of the effect that current conditions have on this program and just 
in the category aid to dependent children, the number of recipients increased 
by 227,600 from December 1956 to December 1957. 

The fluctuations in the aid to dependent children program have been 
found to be fair indicators of the state of the economy in a particular 
community or State and were an early portend of the difficulties ahead 
with respect to‘increases in applications for assistance in the four fed- 
erally established categories, i. e., old-age assistance, aid to dependent 
children, aid to the blind, and aid to the permanently and totally 
disabled, as well as the number of applications of persons seeking 
needed supplementation to inadequate unemployment compensation 
benefits as well as persons seeking help because they are not covered 
under the unemployment compensation system. 

The problem of aid to the needy who are not eligible for the four 
federally financed categories:will be a sharply increasing one to the 
States and localities and if not met promptly by a Federal program, 
hundreds of thousands of people will be in acute distress. 

In a number of States general assistance is financed exclusively by 
the localities, while in a number of other States the localities share 
substantial responsibility for the cost with the State. We cannot con- 
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ceive that these localities and States are ready and willing or, if they 
are, possess the resources without substantial Federal leadership and 
funds to provide adequately for these people who will not be helped 
by an emergency extension of Federal unemployment compensation 
benefits. 

In a number of States, particularly in the South and many parts 
of the Midwest, no program of general assistance exists at all except 
for individuals so disabled that they are really not part of the labor 
force and yet not sufficiently disabled to be classified as totally or 
permanently disabled, and therefore not eligible for that category. 
In the urban areas where unemployment has struck hard, the resources 
of voluntary agencies are sontaiinady inadequate to cope with the needs 
of the unemployed, while in many smaller communities there are 
no voluntary agencies at all. 

We have received a number of communications from our chapters 
which identify specifically the problems of people in need because of 
the lack of a general Federal program of public assistance to aid the 
needy. We would like to quote several pertinent sentences from one 
of our chapters in a large, midwestern city in which 71,300 people, 
9 percent of the labor force, are out of work. 

The city officials have this week applied for 25 carloads of surplus food to be 
distributed to those people out of work and otherwise eligible according to 
Federal and State eligibility regulations * * *. The funds of private social 
agencies are badly strained if not exhausted. Public funds are circumscribed by 


laws and surplus commodities is no answer for the provision of minimum, 
adequate standard of relief to those applicants in need. 


Just as in the case of measures for emergency action with respect 
to unemployment compensation benefits where our attention is sharply 


focused on the need for significant corrective legislation, so also in 
this field of assistance to the needy we must look ahead beyond the 
emergency period to some constructive long-range legislation. We 
have delayed too long providing our public assistance program with 
the flexibility which would have met the needs of the times. We 
would like, therefore, to register our support again for the Forand 
comprehensive public welfare bill, H. R. 7831, which is before this 
Ways and Means Committee, and which provides economic assistance 
on an individualized basis for those persons or families whose basic 
needs, in accordance with the standards established by the States, 
are not fully met through their own resources, social insurances, and 
other social measures. This bill provides an optional alternative to 
title I, 1V, V, X, and XIV of the Social Security Act through an addi- 
tional title. 

This new title, in addition to presenting the possibility of creating 
a unified Federal public welfare program in which comprehensive 
grants would be made to the States, would provide assistance for all 
types of economic need on a broad, statewide program of welfare 
services including child welfare and other specialized social services. 
It also permits assistance to be given to any otherwise eligible person 
actually residing permanently or temporarily in the State. We note 
with interest that this type of flexible residence provision is made in 
a number of other bills pending before this committee whose purposes, 
however, are different in general from the Forand bill. 
_ Our association in testifying before the Ways and Means Committee 
in April of 1956, said that we need to remedy the “glaring injustice 
of our Federal-State cooperative assistance programs, i. e., exclusion 
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of those needy persons who do not qualify under any of the present 
four categories of need.” We thought then and we think now that 
some legislation like the Forand bill is urgently needed. 

None of us want to imply directly or indirectly that we desire to 
see dictated by the Federal Govern the range of public assistance 
programs a State shall offer or the precise conditions of eligibility for 
these persons, but we think it is reasonable that the opportunity should 
be offered to the States to choose a method as suggested in the Forand 
bill for more adequately aiding and serving their needy people regard- 
less of the cause of need and regardless of the length of residence in 
a particular State or locality. 

It is certainly unfortunately that we should come to a time when 
there are somewhat over 514 million unemployed persons in the 
United States, and find ourselves in a position whereby we wished we 
had spoken more vigorously and loudly on some of the recommenda- 
tions contained in the report of the Advisory Council on Social 
Security of the Senate Finance Committee, issued 9 years ago in 
1949, with respect to the needs for improvements in the unemploy- 
ment compensation programs and the desirability of backstropping 
this program with some provisions that would enable the Federal 
Government to participate in grants for general assistance. 

Certainly our association does not wish to point a finger of criticism 
at anyone for the fact that in time of fortune, preparation was not 
made for a time of misfortune. Let us get public assistance funds to 
the needy quickly and then follow that action by legislation that will 
prevent the future need for emergency action in this area of govern- 
mental programs. In such legislation we would want to include also 
amendments to title II of the Social Security Act which would in- 
crease benefits, provide for the costs of hospitalization and nursing 
home care and raise the maximum taxable wage base to a more realistic 
level. 

It is our most earnest hope and desire that this session of Congress 
will provide a balanced and comprehensive income security program 
through a much improved unemployment compensation system, a 
more flexible public assistance program and extensions and improve- 
ments in old age, survivors, and disability insurance. 

These are ways in which we can increase purchasing powers for sub- 
stantial sections of our lower income groups, but more importantly 
these are the ways in which through income security, dignity can be 
assured to people in their later years and in times of temporary stress. 

Mr. Esernarter. Then you only have a very faint hope that even 
if we do extend unemployment compensation for an additional 16 
weeks that it will take care of everybody ? 

Mr. Waxrter. In our experience in 1939, 1940, 1953 and 1954, the 
need that we get in welfare comes months after it is first manifested 
by unemployment compensation and we will be picking this up, I am 
perfectly sure, regardless of what happens to business. 

They will not all be reemployed and we will be picking up the 
pieces certainly for a year after the business upturn begins to spiral 
and when it gets to where it was before this recession began. 

This is an experience we had in 1948-49 and 1953-54. Many busi- 
nesses, and probably properly so, clean house, get rid of older workers, 
people in their late fifties and early sixties. When they reemploy they | 
do ng wens to reemploy those people so you have a mounting assist- 
ance load. 
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(The following statement was received by the committee :) 


SUPPLEMENTARY STATEMENT OF THE NATIONAL ASSOCIATION OF SoctaAL WORKERS 
IN RE LEGISLATION PROVIDING FOR EMERGENCY EXTENSION OF FEDERAL UNEM- 
PLOYMENT COMPENSATION BENEFITS, APRIL 1, 1958 


In our presentation to the House Ways and Means Committee on March 28, 
the National Association of Social Workers indicated its support in general 
of provisions contained in bills such as H. R. 11526 and H. R. 11327, and asked 
for the privilege of presenting for the record some of its reasons for this support. 

At its delegate assembly in 1956, the National Association of Social Workers 
adopted tentatively a number of public social policy statements. Among these 
was one statement on social insurance. In this statement on social insurance 
the association declared with respect to unemployment insurance as follows: 

“(a) All who work for wages should be protected ; (0) benefit levels should be 
increased to reflect increases in the wage level; (¢c) benefit periods should be 
extended to meet realistic unemployment situations as they exist in many lo- 
ealities; (d@) restrictive disqualification provisions should be eliminated; (e) 
‘experience rating’ provisions should be abolished and provisions made for ap- 
propriate tax adjustments on a flat-rate basis.” 

This statement recognizes that for most, if not all of these improvements to 
be developed the Federal Government would have to carry substantial respon- 
sibility for the exercise of leadership and the establishment of standards. With 
respect to measures more immediately before this Committee on Ways and 
Means, the association’s position statement permits it to endorse generally bills 
which would extend benefit periods ‘‘to meet realistic unemployment situations.” 
The McCormack-Mills bills, in our judgment, come closer to meeting this for- 
mula than the more conservative measure introduced by the administration and 
known as the Reed bill. 

We are aware of the fact that various reservations have been expressed with 
respect to some of the provisions in the McCormack-Mills bills. Our association 
does not claim to possess expertness in the field of unemployment insurance, 
and we would hope and anticipate that in the deliberations of this Ways and 
Means Committee and with guidance and consulation from qualified economists 
and social insurance experts a measure may devised that will serve con- 
structively what we think is a most importan® purpose; namely, channeling 
funds quickly through the unemployment compénsation system to persons who 
have exhausted their benefits. 

We want to restate a point made in our presentation to the Ways and Means 
Committee that we view the unemployment compensation system as the first 
and most important line of defense against loss of income because of unem- 
ployment. As we testified, we would hope that the provisions of our unem- 
ployment compensation system may eventually be such that a minimum number 
of people will be ineligible and a minimum number of people have to resort to 
other forms of assistance. While we view a Federal program of general as- 
sistance as essential and desirable, it should only be necessary for those indi- 
viduals who, because of somewhat special and extraordinary reasons, fail to 
have their needs met by the unemployment compensation system. 


The Cuamman. We thank you very much for a very fine statement. 
Our next witness is the Right Reverend Monsignor John O’Grady. 


We will recall your previous appearances before this committee, but, 
for the record, will you identify yourself by name? 


STATEMENT OF RT. REV. MSGR. JOHN 0’GRADY, SECRETARY, 
NATIONAL CONFERENCE OF CATHOLIC CHARITIES 


Monsignor O’Grapy. It is a fairly well-recognized fact that today 
most of the difficulties that have arisen in regard to unemployment 
compensation have been due to the lack of any Federal standards. 
From the very beginning we have had continuous competition be- 
tween the States in regard to duration and the amount of benefits, 
All we have to do to understand the great variations in State programs 
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is to take a glance at the scale and duration of benefits in the various 
States. Over the past 5 years the Federal Government has been try- 
ing to prevail upon the States to introduce some standards in their 
unemployment compensation programs but very little progress has 
been made. Not only have the States competed with one another in 
regard to the duration and scale of bashed. but also in regard to 
qualifications and disqualifications for benefits. 

There is a great danger that in the confused situation in which we 
find ourselves today, we might abandon all the basic concepts for which 
we have struggled in unemployment compensation. The original 
promoters of the program regarded it as our first line of defense 
against unemployment. They did not want to have it regarded as a 
dole and yet we may be closer to the dole concept today than we have 
ever been. 

After all, if we proceed to hand out large amounts of money to the 
States, we will soon find ourselves in the same position as the British 
in the early 1920’s. If we are to give handouts and have no relation- 
ship to the wage system we are really adopting a dole philosophy. 
When I hear serious people around Washington posing the question, 
at this time, about what we should do with the million-odd people 
who are not covered by unemployment compensation, I know the back- 
ground of their penne: I know they are thinking about some- 
thing that never was taken seriously except possibly in the first few 
months of 1933. I regard this dole philosophy as one of the greatest 
threats confronting us at this time. I have followed the efforts to 
develop a constructive work program from the days of the Hoover 
administration and through the New Deal. I have seen what a con- 
structive work program meant for thousands of people throughout 
this country. After all, when we think of the fatalities of a recession 
such as we have today, we are thinking not only of the ordinary un- 
skilled wage earner, but we are also thinking of the great body of 
skilled wage earners and many professional people. I have seen these 
people lifted up and returned to their old status and I hate to think 
what a direct relief program would do to them. 

We have an opportunity at the present time of recovering many 
of our losses in unemployment compensation but we cannot do it 
without some Federal standards. I know that many pee have been 
pointing to the difficulties of getting standards today. But as we 
consider these difficulties, we should also think about the alternatives 
and frankly, I think the alternative today is the dole, which I know 
is not a very polite name for direct relief. 

There is no reason today why we cannot begin with a supple- 
mentary system of unemployment compensation that will involve 
standards in regard to duration and the peyipent of decent minimum 
benefits. I hear people saying that if we make the benefits too 
high, they may be preferable to work for some people. I do not see 
why the ordinary wage earner would prefer one-half of his wages 
to even part-time work. I have — sufficient time along the lines in 
unemployment compensation offices to know the mentality of the 
ordinary American worker. 

There is one thing we have to keep in mind and that is that what 
we do now in unemployment compensation is liable to become perma- 
nent. I am fully convinced that if we adopt a dole system today it is 
liable to become a permanent part of our system. I have heard many 
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people say, in referring to the work program of the 1930’s—and these 
were conservative people, too—that one of its greatest redeeming 
factors was that it could be discontinued when the time came. But 
if we — an all-out relief program it will remain with us forever. 

It is all-important today that we adopt the philosophy of the 
McCarthy bill. This bill proceeds on the assumption that we need 
national standards in unemployment compensation today. We need 
these standards as a part of our antirecession program. They should 
be a part of anything that we do in meeting the unemployment condi- 
tions that confront us. We need a temporary ee that will 
give States time to make the changes in their unemployment compen- 
sation laws necessary to meet the standards set by the Federal 
Government. 

It is our hope that the House Ways and Means Committee may give 
adequate consideration to the very great importance of providing for 
Federal standards in our unemployment compensation legislation if 
we are to save the program from complete destruction. These stand- 
ards should sideviae for reasonable benefits of at least one-half the 
worker’s wages during the qualifying period. They should have dura- 
tion up to 39 weeks. It is all-important also that there should be some 
standards governing disqualifications. Otherwise the States are liable 
to become so rigid in their disqualifications as to neutralize all the 
other standards in@uded in the legislation. 

It is hardly possible for us to think of unemployment compensa- 
tion as a method of meeting long-term unemployment. I am con- 
vinced that the best method of dealing with long-term unemployment 
is a constructive and flexible public works program. I had an op- 
portunity during the Hoover administration of working with Mr. 
Hoover and a number of his able associates in planning a construc- 
tive, and shall we say conservative, work program. Much of the think- 
ing on this program should be traced to former Governor Pinchot, 
of Pennsylvania. Governor Pinchot demonstrated in his State what 
could be done by such a program in picking up the load of unem- 

loyment. I had an opportunity of participating in a meeting in 
Rectsbure which was given over to the planning of a constructive 
employment program for the State of Pennsylvania. I feel that this 
meeting showed a note that could have great significance not only in 
Pennsylvania, but throughout the country. 

I have been giving a good deal of thought to the new housing pro- 
gram. In his statement on the floor of the Senate, Senator Sparkman 
pointed to the significance of the housing program as a part of the 

ublic works program. He pointed out that if this program could 
be gotten underway in a short time it would give us at least 200,000 
and possibly 300,000 more housing units. 

At the meeting in Harrisburg last week, I had a chance of partici- 
pating in a discussion of the place of the new housing program in pro- 
viding employment. I heard mayors of one city after another tell 
what it would mean in their own communities. Some of them de- 
scribed what had already been done through the leadership of FHA 
in bringing together the various interested groups in Pennsylvania 
cities. From this meeting I also learned that there were some $200 
million in work opportunities that were being accelerated in Penn- 
sylvania at the present time. If the example of Governor Leader 
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could be followed by all the governors throughout the country, think 
of what it would mean in providing work for the unemployed. 

One of the basic tasks confronting all of us at the present time is 
to stimulate interest in our own States and communities in the accel- 
eration of projects that have already been planned and for which 
funds are readily available. No matter what is done in Washington 
in stimulating work opportunities, very little will happen until we 
get real organization in the States and local communities. We need a 
new approach to this matter in our States and communities; we need 
it in order to overcome the obstacles that will be placed in our way 
by the bureaucracies that have ben built up in our country in recent 
years. This I am sorry to say is particularly true of the housing and 
urban renewal programs. The experts feel that they own these 
programs and that there is no longer any place for those of us who 
pioneered in them over the years. The new type of State and local 
organization that I am envisaging is our only hope in circumventing 
the bureaucracies that have grown up in our midst and in accelerating 
the work projects that present such a challenge to us. 

One hears a good deal of unfounded criticism in Washington now 
about public works as a means of dealing with unemployment. Ap- 
parently the people who are making this criticism have not studied 
the problem. Some of the critics may be thinking about very large 
projects. We all know what happened to the hug@public-works pro- 
gram launched by the Democratic administration in 1933. A year 
after it had been launched it had provided employment for barely 
100,000 workers. 

After dealing with this large program over a period of a year and 
experience with direct relief for about 6 months, the new Democratic 
administration decided to return to the experience that had been built 
up by the Hoover administration in 1931 and 1932. No doubt the 
new Democratic program was much larger and much more imagina- 
tive but nonetheless it followed the basic pattern that Hoover and 
his associates and Governor Pinchot had set up in the early 1930's 
It was built around projects that could be gotten underway in a rela- 
tively short period of time. Most of these projects could hardly be 
considered as relief programs. Some of our best highways were built 
under this Federal works program. A large part of our rural high- 
way system was built under this same program. Many of our city 
water systems were built under it. 

What I am suggesting now is that the States provide a leadership 
in setting up the fundamentals of this same sort of program. I 
believe that such a program is inevitable. I believe that the Gov- 
ernors of our States have sufficient leadership to lay the foundations 
for a constructive and flexible public-works program. In setting 
up such a program at this time we have many advantages that we 
did not have in the thirties. We have all the implements for a huge 
housing program. We are very far behind in meeting the housing 
needs of the American people. There was a large drop this past year 
in the number of housing units built. We have the machinery neces- 
sary to work on highways that we did not have in the thirties. 

We want to be clear on what the opponents of a constructive work 
program have to offer as an alternative. If they advocate a regular 
mass public relief program with all its demoralizing implications, 
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let them come out and say so. I do not believe that the American 
ple will accept relief as a means of dealing with mass unem- 
loyment. 
he Cuarrman. We thank you for coming to the committee and 
giving us the benefit of your views. We recognize that you have had 
many years of experience in dealing with these matters. 

If I may, I would like to ask a question or two so that I can be clear 
in my Own mind as to your thinking. 

As I understand, we should not, in your opinion, use the approach 
recommended by the American Public Welfare Association as a means 
of taking care of unemployed individuals, and we should utilize the 
approach of creating employment through worthwhile public works 
iP that employment is not to be found in private industry. 

Monsignor O’Grapy. Yes, sir, that is my philosophy. 

The Cuarrman. With respect to the subject matter that is before 
this committee and these hearings, should we undergird existing bene- 
fits by providing Federal supplementation during a limited period in 
the event that the Department of Labor is correct in its estimates that 
there may be between now and December 31, 1958, 2,300,000 who are 
not covered by State programs who will exhaust all rights under those 
programs during this year? 

Monsignor O’Grapy. I think I did suggest: a double-barrelled ap- 
proach. 

Let me say I think you cannot duscuss unemployment compensation 
without discussing these supplementary private benefits that are al- 
ready underway. I do not want to escape those because in the steel 
that we already have, which is probably one of the two hardest hit 
industries, but they have 52 weeks already. 

Now, they have 36 weeks, I think, in the modest plan and I think 

enerally with steel they have a pretty good coverage. You do get 
Ror. of course—and rubber is pretty well covered with supplemen- 
~ benefits already. 
think the committee ought to have all of these facts before it so 
that it can discuss these things intelligently, which I know that you 
want todo. That is your tradition. 

Textiles have been hit pretty hard. Metals have been hard hit. 
Lumber has been hard hit and it has been for a good while. Copper 
has been hard hit, but I do think that over and above that we ought 
to get a supplementary system and in view of the fact that this thing 
has come on us suddenly and now the latest figures—well, we can’t 
draw too many conclusions from them yet. 

As I see it technically, at least, there is no improvement in these 
new figures and I think if anything it is showing an increase of over 
12 percent unemployment and that is dangerously high. 

I think in view of that I would be in favor of taking—of course, you 
do that in your own bill—I would be inclined to combine both of them 
because I think what you do now will make a permanent impression 
and I do not like to see a wholly permanent, wholly emergency 
approach to this problem. 

I think you have to take a look at the system that has been built up if 
you want to avoid mass relief. That is the angle that I keep on asking 
myself about all the time, and I know a lot of technicians around here 
understand that, too. 
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So I would say you ought to tack onto that something that will 
conserve your standards. You have set up fine standards. [ think 39 
weeks is desirable. I do not like to have it too long a period because 
I do not like the idea of having a man sitting around. 

I would rather find work for him, and then have the wages with a 
maximum of two-thirds. I think that is a very good point, but I 
think, also, that you have to safeguard what you are doing in the long 
run, even over a period of a few years, because I think that this is so 
serious now that I cannot conceive the States sitting by and resisting 
what you are proposing. 

Your own opinions are liable to change as you go out into your own 
districts over this Easter recess. I think you will find maybe your own 
opinions will be changed by that. That is my recommendation. 

In the second place, I think you ought to tack on then standards for 
duration, for coverage—you need increased coverage, too—for dura- 
tion, for benefit scales, and I do not think it is possible to avoid the 
question of qualifications for admission. 

Sometimes they are too high in the States and it excludes a lot of 
people for that reason and then I would say I think you ought to add 
on disqualifications. I think you need to have some provision for 
disqualification. 

Otherwise, we are never going to attain the objectives we were 
supposed to have obtained when this thing was first built up. 

The CuatrMan. I have respect for your thought that we cannot do 
the proper thing by making the unemployment compensation program 
a vehicle for abien care of long-term unemployment. 

That is your concern with respect to all of these proposals as I 
understand it. We cannot fall into that trap of thinking of unemploy- 
ment compensation in terms of being the answer to long-term unem- 
ployment. 

If there is to be a long-term unemployment, then I am sure that those 
who are unemployed would prefer that we create work for them 
through public works. 

Monsignor O’Grapy. I am not a pessimist, I think we have to have 
faith in our people and in our economy. I am not willing to sit back 
and say that at this point nobody knows. That would be the best 
answer anybody could give and all the technicians I have talked to 
have the same idea. 

Some of the steel people told me the other day they saw some signs 
of hope. I have been discussing that all around the country. I feel 
that we must keep up the morale of the people. I made a study of 
this work program in 1936 and 1937 for the House Appropriations 
Committee and I was just amazed at what that had done in picking 
people up off the relief rolls. 

You will get, for instance, in a situation like that not simply the 
army of skilled workers; you get a lot of professional people. I have 
seen a lot of professional people picked up by that work program and 
that.is the reason and what I have learned about this program I have 
learned from talking to thousands of people in virtually every State 
in the Union. 

I think I was in every State of the Union through that period 
and I have wandered around in those States, talked to the unemployed 
people, visited them in their homes and all that sort of thing and 
I saw what it was really doing and, therefore, all the things that were 
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being said around here in the way of criticism certainly did not 
affect me. I know that you cannot deal with the program for millions 
of people without having some problems. 

am well aware of that but still, on the whole, I think that that 
made a remarkable contribution. I could pick out engineers around 
this country today, able men. I know one man who is in an excellent 
position with one of our airlines. He was one of the boys who was 
picked up in that business and I have seen others that I can point to in 
prominent positions, and this is the kind of thing that you have to do 
if you want to think about keeping up the morale of our own people. 

I want to keep these people strong and high minded and in- 
dependent. I want to conserve their independence. 

The Cuatrman, I believe you have pointed to some instances of 
the creation or proposed creation of public works that would be of 
benefit to accomplish the objective you have in mind, but have you seen 
evidence of moves in that direction ? 

Monsignor O’Grapy. I am going to get around the States now on 
that very track. I was encouraged by what I saw in Pennsylvania. 
The Governor there has done a magnificent job, I think, and the en- 
thusiasm I saw among the people and the officials and everybod 
else and saw there, for instance, in water supply and sewage disposal, 
I was amazed at the list of projects that they had ready to go. 

We are now concerned with projects that can get underway in the 
next 2 or 3 months; that is our basis and that was the theme of that 
whole meeting. 

The Cuarrman. That starts next week? 

Monsignor O’Grapy. I can see what happened before with that, and 
I would like to see it again, and I am going to talk to some of the 
governors who are going to testify before you next week and I am 
going to talk to them about it and I am going to keep on talking to 
them about what they are doing in getting those things started, just 
as I did with Walter Mason today on this housing business, 

I am going to keep right on the track of that. I think right on 
highways, I don’t say these huge construction projects that will take 
months and months to get underway in which you have to acquire 
land, but the smaller highways, the farm-to-market roads, they meant 
an awful lot to us in the thirties. 

There is an awful lot of work on highways that could be gotten 
done and they would be constructive. 

The CHarrmMan. And in places where the unemployment exists? 

Monsignor O’Grapy. And spread out. 

I remember in working in 1932 with Senator Joe Robinson and 
Barkley and Thomas J. Walsh on this last bill that they got through 
the Senate and they kept on poking that question at me all the time: 

“You must keep in mind in all of the projects we describe, you 
must keep in mind projects that will reach out to where the unem- 
ployed are to be found.” It is no use in thinking in terms of New York, 
Chicago, or Philadelphia. You have to think in terms of something 
that will reach out everywhere and I think there are sufficient projects 
underway that have been planned and on which the planning has been 
done that could be gotten away in the States right now. 

I am going to verify that now by getting around and seeing the 
things for myself. That is the thing that I want to do because I am 





100 FEDERAL UNEMPLOYMENT COMPENSATION BENEFITS 


interested in this matter and I want to see the right thing done and I 
know this committee does. 

I know your traditions. I have appeared before you many times in 
the development of unemployment compensation. I have not been in 
agreement all the time with my public welfare fund. They know that 
very well. I am one of these independents that press my own points 
of view, and I just do not happen to agree with their philosophies of 
life at all. My mind is removed from them. 

The Cuarrman. Are there any further questions ? 

We thank you again for coming to the committee. 


STATEMENT OF VERNON HERNDON, GENERAL MANAGER, THE 
PALMER HOUSE, CHICAGO, ILL., REPRESENTING THE AMERICAN 
HOTEL ASSOCIATION 


The Cuarman. Our next and last witness is Mr. Vernon Herndon. 

For purposes of the record, will you identify yourself by name 
and the capacity in which you appear. 

Mr. Hernvon. My name is Vernon Herndon. I am general man- 
ager of the Palmer House, Chicago, [ll]. I appear today on behalf 
of the American Hotel Association. I am vice president of that asso- 
ciation, and a member of its committee on governmental affairs. 

I understand and appreciate the sincere motives of the sponsors 
of legislation to extend the period of entitlement for unemployment 
compensation for an additional 16-week period for individuals who 
have exhausted their benefits under State laws. However, we feel 
that some approach other than that incorporated in H. R. 11326, and 
similar bills, could accomplish the purpose of the sponsors without 
creating the possible dangers, abuses, and inequities which might arise 
out of that bill. 

Our principal objections to H. R. 11326 are: 

(1) That they would increase the problems which employers face 
in hiring workers for unskilled positions; 

(2) The enactment of such legislation would be the first step to- 
ward complete Federal control of unemployment compensation pro- 
grams; and 

(3) While the proposal to extend the benefit period would pre- 
sumably be temporary, it would set a precedent for permanent legis- 
lation establishing a Federal minimum of an additional 16 weeks. 
This would result in a substantial increase in the unemployment 
insurance tax for employers. 

Let me comment briefly on each of these points. 

A hotel employs Samara of marginal workers. Among our em- 
ployees there are many handicapped workers, older persons, young 
people, housewives and other seasonal employees with no special skill. 
Quite a few of these jobs pay a modest wage because of the limited 
productivity of the workers. In many cases, unemployment com- 
pensation provides income nearly equal to the pay that these people 
would receive if they were actually working, after deductions, trans- 
portation, and other expenses borne by an employee when on the job. 

An employee can oftentimes create the proper circumstances for 
separation from his job so as not to jeopardize his right to unemploy- 
ment benefits. Some of them are well aware of the techniques they 
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must use to keep from being hired for another job during the period 
when they are eligible for unemployment benefits, If this legislation 
is en , We are tempting workers by placing a premium on idle- 
ness, for a period of time running up to as many as 42 weeks in some 
States. Actually, under this proposed formula, an unskilled worker 
could receive more in unemployment compensation benefits than he 
earned in his base year. 

A recent statistical study indicates that a large percentage of 
workers who have exhausted their unemployment compensation bene- 
fits are chronically unemployed, or are only secondary wage earners 
in families. For example, a study in Massachusetts showed that 
nearly half of the workers who had exhausted their unemployment- 
compensation benefits in 1950 had also exhausted them in one or more 
of the previous 3 years. It would appear that they were seasonal 
workers to begin with, or that they had no desire to maintain long 
periods of sustained employment. 

A study has further disclosed that over one-third of the persons 
whose claims were originally filed in October were women. Month 
after month, official data shows that three-fourths of all women claim- 
ants are married, so they do not represent heads of families. For 
example, in 1954, statistics compiled in Tennessee showed that 73 
percent of white female exhaustees were secondary wage earners. 
Over half of all exhaustees in this study had a total work history of 
less than 1 year. In other words, teen-agers, pensioners, and others 
who do not honestly seek regular employment and who are not bread- 
winners for a family make up a larger percentage of workers who 
have exhausted their unemployment compensation benefits. 

H. R. 11326 would give many of these checubeniie unemployed, and 


secondary wage earners, larger unemployment eee pay- 


ments after exhaustion of State benefits than would be provided ‘to 
workers with stable employment records. For example, in about half 
the States, workers can qualify for unemployment compensation with 
® to 5 weeks of work. Where these States have variable duration of 
benefits, workers who qualify for unemployment compensation with 
the minimum period of employment would exhaust their benefits 
under State laws in 5 to 10 weeks. They would then become eligible 
for an additional 16 weeks of unemployment compensation under 
H. R. 11326. 

Another point I would like to have you consider is the effect that 
this bill would have on the States with a variable maximum. 

Illinois, for example, has a variable maximum, so that a single, 
unemployed worker, who has earned a given wage receives unemploy- 
ment benefits of a certain amount. A married worker, who has 
earned the same wage would receive more, and additional sums would 
be paid to unemployed persons for each child. 

I. R. 11326 destroys this concept of variable maximum in the IIli- 
nois State law by giving all workers, regardless of family obligations, 
the same unemployment compensation benefits after they have ex- 
hausted their rights under State law. 

Where the variable maximum is not incorporated into the State 
unemployment compensation statute, relief programs provide income 
to persons who have exhausted their benefits. Relief payments are 
based upon the need of the individual, and not upon any arbitrary 
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formula which provides largesse, at the expense of employers and tax- 
payers, to persons who do not need the income. 

Perhaps Congress should consider helping States provide relief 
programs based on need rather than multiply the abuses of the unem- 
ployment compensation program by creating new vested rights for 
many persons who abuse them. 

On March 19 a group of governors met with the President to discuss 
unemployment compensation benefits. At that conference, Governor 
Stratton, of Illinois, assured the President that the unemployment 
compensation fund in our State is adequate to meet our needs. He 
also reported that in the last couple of weeks, claims against the fund 
have declined substantially. 

Our second objection is that H. R. 11326 might be the first step 
toward Federal control of unemployment compensation programs. 
Under this bill the Secretary of Labor would undertake to make 
grants. Coupled with this authority to give or withhold money, 
power is vested in the Secretary of Labor to establish certain standards 
which States must meet in order to obtain funds. 

This, inevitably means a greater measure of Federal control of 
State unemployment compensation programs, since few States could 
withstand the temptation to modify their programs in order to secure 
supplemental Federal funds. While the Secretary of Labor may 
exercise such authority wisely, there is always the chance that it will 
be misused in the future to compel acquiescence by the States in any 
formula which the Federal Government decides to impose. In our 
opinion, the wiser course is to preserve and protect the integrity of 
the States by giving them more freedom in deciding upon their own 
needs, based on local cost of living factors and job opportunities. 

Even now, the problem of exhaustion of benefits arises only in a 
limited number of States. While unemployment is serious in only 
8 or 9 States, the evidence indicates that unemployment compensation 
funds in most areas are sufficient to meet the needs. 

Statistics further indicate that unemployment is not a problem in 
many areas of our country. Since the cost of living, wage rates, and 
general economic conditions differ so widely from State to State, I 
fear that it would be impractical to set up a uniform Federal policy 
governing unemployment compensation in all 48 States. 

But this would be the logical result of giving the Secretary of Labor 
or any Federal official the power and authority to compel certain 
minimum standards by States in order to secure additional Federal 
funds. 

We understand that the purpose of the sponsors of this legislation 
is to provide a temporary program to meet what we all hope is a 
temporary problem. Under H. R. 11326, benefits during the addi- 
tional 16-week period of total unemployment and the provision for 
benefits up to two-thirds of the average weekly wage of all employees, 
would be effective only until July 1, 1959. 

We have had a great deal of experience with these temporary 
measures. For example, the cabaret tax was imposed as a wartime 
levy to meet a short-term emergency. Our industry has suffered 
under it for nearly 20 years. Numerous taxes on transportation and 
other excises were also imposed to meet short-term emergency situa- 
tions, but most of these are still with us. 
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I can’t think of a single law creating benefits for workers at the 
expense of their employer or of the Government which has ae 
to be temporary. In every case, once established, they have become 
permanent. 

In the field of unemployment compensation, such a result would be 
particularly unfair, since it would affect trust funds which were cre- 
ated through a tax on employers or by general taxation which would 
largely fall upon taxpaying enterprises. 

For these reasons, we feel that Congress would be well advised to 
find some other method to meet whatever emergency now exists in 
States where bona fide breadwinners honestly seeking employment 
will be assured of sufficient income to meet their actual needs. We 
urge you not to enact legislation which would provide thousands of 
workers a greater income from unemployment compensation than 
they could earn by working. That concludes my statement, Mr. Mills. 

The Cuairman. Are there any questions? 

Mr. Exernarrer. I suppose you have given a lot of thought to this 
recession. Have you given any thought to the proposal regarding 
public works? 

Mr. Hernpon. Over a long period of time, Mr. Eberharter, I would 
think that a public works program well conceived will be necessary 
if the recession that we are experiencing now continues. 

As a temporary measure, I think that those States wherein there 
is some suffering from unemployment should be dealt with in a more 
direct way, mat it might take the form of additional relief funds 
supplementing those available in the States where this emergency 
exists. 

Mr. Exsernarter. My thought is that most economists are of the 
opinion that we need both programs, a spending program by the 
Federal Government as well as additional unemployment compensa- 
tion benefit periods. Do you differ with that philosophy to some 
extent ? 

Mr. Hernoon. Yes, sir, we think it becomes a permanent thing in 
the structure of government and it is particularly to our own indus- 
try—and I am speaking for the hotel industry—which is notoriously 
a low earner on invested income. 

It would be a further burden to us because we are an industry that 
has a tremendous amount of employment and labor cost. Our great- 
est expenditure is for labor, and this would add an undue burden to 
our particular industry. 

The Cuatrman. Are there any further questions? 

Mr. Herndon, we thank you for coming to the committee and giving 
us the views of the hotel association. 

Without objection, the committee adjourns until 10 o’clock Mon- 
day morning. 

(Whereupon, at 5:30 p. m., the hearing in the above-entitled matter 
was recessed, to reconvene at 10 a. m., Monday, March 31, 1958.) 





EMERGENCY EXTENSION OF FEDERAL UNEMPLOY- 
MENT COMPENSATION BENEFITS 


MONDAY, MARCH 31, 1958 


House oF REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to adjournment, in the 
committee room, New House Office Building, Hon. Wilbur D. Mills 
(chairman) presiding. 

The Cuairman. The committee will be in order, please. 

Our first witness this morning is Mr. Rowland Jones, Jr. 

Mr. Jones, will you come forward and identify yourself for the 
record by giving your name, address, and the capacity in which you 
appear. 


STATEMENT OF ROWLAND JONES, JR., PRESIDENT, AMERICAN 
RETAIL FEDERATION, WASHINGTON, D. C. 


Mr. Jones. Mr. Chairman and gentlemen, my name is Rowland 
Jones, Jr. I am the president of the American Retail Federation 
with offices at 1145 Nineteenth Street NW., Washington, D. C. 

The Cuarrman. Mr. Jones, will it be possible for you to conclude 
your statement in the 15 minutes which we have allotted, sir? 

Mr. Jones. I think that is more than ample. 

The CHarrman. You are recognized. 

Mr. Jones. The American Retail Federation is a federation of 31 
national retail associations and 38 statewide associations of retailers, 
representing through their combined membership more than 800,000 
retail establishments. Attached is a list of the associations on whose 
behalf this statement is submitted. 

The American system of unemployment insurance represents a 
remarkable historical achievement. 

Like other unemployment compensation programs which have devel- 
oped in many industrial countries of the world, it provides the invol- 
untarily unemployed American worker with a replacement of a part 
of his wage loss suffered as a result of lack of work through no fault 
of his own. 

These unemployment insurance payments are designed to tide the 
unemployed worker over a reasonable period of time during which he 
is expected to exert his best efforts to find work suitable to his skill 
and experience. 

However, unlike many unemployment compensation programs exist- 
ing in other parts of the world, the American program after long and 
vigorous debate has been conceived and established in accordance with 
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sound insurance principles. Our concern has been not only to preserve 
the worker’s purchasing power, but also to preserve his dignity and 
self-esteem. 

To accomplish these important ends, we in America have developed 
an insurance program which pays the worker’s unemployment benefits 
as a matter of right, without recourse to a means test and without 
degrading inquiry into his personal need. 

In fact, it is an important and proud part of our philosophy of un- 
employment insurance that benefits be paid to any worker meeting 
the prescribed conditions of eligibility, whether he needs the money 
or not. He gets his benefits because he qualifies for them. The money 
comes out of payments which have been made on his behalf into the 
State unemployment insurance fund. 

Happily, ours is not a dole system. It has never been conceived 
of as a system to take care of the indigent only. Rather, under our 
system, need is presumed and payments are made to all those who 
meet the eligibility conditions as set forth in the State laws. 

This is the most important characteristic of our American sys- 
tem. We are proud of it and I am sure that no one wants to change 
to the philosophy of making payments on the basis of demonstrated 
rather than presumed need. 

However, a system of insurance such as we have developed over 
the years is possible only because and only as long as we adhere to 
certain fundamental principles. We pay benefits in accordance with 
an objective formula which determines payments on the basis of the 
unemployed worker’s previous attachment to the labor market, and 
the amount he receives depends on his previous earnings. 

Such a system of insurance is only possible if the duration of bene- 
fits is limited by law to some prescribed number of weeks. If we 
had unlimited or uncertain duration, it would never be possible to 
operate this program on a sound financial basis, to establish an ade- 
quate tax system, and to balance the revenues and expenditures over 
the long run. 

If the duration is limited, and it does not make any difference how 
many weeks it is limited to, during periods of even comparatively 
mild unemployment, some workers will draw their entire limit and 
will, so to speak, exhaust their benefits. 

No matter how many additional weeks may be provided, there will 
always be some workers who will draw out all they are entitled to and 
will have no more benefits to draw. At what point does it become 
dangerous? What is the normal rate of exhaustion which we should 
reasonably expect at a time like this? 

If 20 or 25 or even 30 percent of all unemployed workers exhaust 
their benefits in years of considerable unemployment, is that something 
to be considered as alarming, or is it merely an indication that the 
system does well the job for which it has been intended ? 

What can be considered a reasonable exhaustion rate in the year 
1958? What would the rate of exhaustion be if every unemployed 
worker were to be given a Federal dole of 13 weeks in addition to his 
limit under the State program? I do not believe that these questions 
have been given the thought they deserve. 

The past several years have been years of unusual economic expan- 
sion and of very high employment levels. During 1955 and 1956 the 
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Nation experienced a minimum amount of unemployment. Many 
economists consider that those were years of “over-employment” and 
of abnormally high parce of population in the labor force. 

The present unemployment insurance program was not designed for 

ears like 1955 and 1956 when there was virtually no unemployment. 

t was precisely for a situation like the one we are experiencing now, 
in 1958, that the unemployment insurance program has been designed 
and intended for. It is a year like 1958 that it is doing its job, and 
doing it well. 

In the great majority of States the maximum duration of benefits 
is 26 weeks. In years like 1955 and 1956 few workers are in need of 
26 weeks’ duration. In many States during such years average dura- 
tion was only about 10 to 12 weeks, and in some as short as 8 or 9 weeks. 
In 1956 only 1 out of 5 of all unemployed workers was out of work 
long enough to draw the maximum number of weeks. 

A maximum of 26 weeks of benefits was intended for a year like 
1958 when there is some unemployment. It is only natural and ex- 
pected that in a year like this average duration will be longer and 
that more workers will exhaust their entire benefits than the case would 
be in a year like 1956. What makes this situation alarming? Why 
the panic? How much higher are exhaustions now than they should 
be? Or should we have a system under which no one would ever 
exhaust his benefits ? 

Let us imagine that maximum duration in most States was not 26, 
but 30 or 36 or 39 weeks right now. What would happen as we go 
though the economic readjustment of 1957 and 1958% Unemploy- 
ment would rise, as it has now. Average duration would have in- 
creased and more workers would have exhausted their benefits, just 
as is happening now with a 26-week maximum. 

No doubt a smaller percentage of unemployed would exhaust their 
benefits, but there would still be many who would. What would 
have been the indicated action then? Should duration have been 
raised to 52 weeks or 104 weeks at the first sign of increasing unemploy- 
ment? Or would we still be talking about a Federal dole for 13 weeks? 

Why? Whatareweafter? What kind of an unemployment insur- 
ance program do we want? How does the increase in unemployment 
experienced in recent months justify a basic change in our entire 
philosophy? Why, after years of constant and progressive improve- 
ment in our State system, do we need to abandon the uniquely Ameri- 
can principles of unemployment insurance and institute a Federal dole 
which is based neither on eligibility requirements nor on proof of need ? 
How can we be justified in paying a Federal dole to workers who may 
not be in need? How about the many secondary workers whose prime 
wage earner is employed or who have income from other sources? 

As long as we stick to our insurance program, we may justly dis- 
regard such cases. These considerations need not concern us. There is, 
indeed, no room for them in the operation of an insurance system. 
But if we abandon sound insurance principles, how long will it be 
before the cry of “rocking chair” money is raised from one end of the 
country to the other ? 

In every congressional district there will be cries of examples of 
people drawing Federal unemployment money who do not need it. 
Then it will only be a step, ant not a long one at that, before efforts 
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will be made to keep away from the taxpayers’ till the individuals who 
have an adequate esis income. This would write the end to our 
system as it has been conceived until now. 

And once again, I ask Why? What are the reasons for such 
action? Is it because unemployment has risen? Because unemploy- 
ment is higher in 1958 than it was in 1956, when there was virtually no 
unemployment at all? Is it because this is the time when the unemploy- 
ment insurance system is doing the job for which it was intended ? 
Has the deterioration of our economy produced need on such a mass 
scale that a Federal dole is now indispensable ? 

Why the panic? Why not permit the unemployment insurance 
system do the job for which it has been intended, and permit the States 
to continue to make such improvements as their local conditions may 

uire, within the framework of a sound insurance philosophy ? 
ur task is to concentrate on constructive measures designed to stim- 
ulate our economy and provide more employment rather than to dissi- 
pate our energies on devising a dole system for the American worker. 

We have had economic recessions before. Since the end of World 
War ITI we have had several periods of business readjustment. That 
of 1949 was in many ways just as severe as the one we are going through 
now. Yet we managed without a dole and without the destruction of 
the basic philosophy of our unemployment insurance system to over- 
come it and to rise to new heights of prosperity. In the meantime our 
State unemployment insurance programs have been constantly liberal- 
ized and improved. 

So it shall be again. We can and we will rise above the levels of 
economic activity previously attained. All we need is to avoid panic. 
Nothing will, in my opinion, create the impression of panic more than 
a hasty institution of a Federal dole at this time. 

If this able committee and the Congress conclude that there should 
be Federal participation in the present situation, we suggest that 
such Federal aid should be made available to buttress the assistance 
programs of the States, bearing in mind that roughly 2-million plus 
of the 5-million plus unemployed are not covered under the unem- 
ployment compensation laws. 

This approach will avoid doing violence to sound principles of 
insurance which are embodied in the statutes today and preserve the 
system which has worked so effectively over the years. 

Thank you. 

The Cuatrman. Mr. Jones, you omitted some parts of your pre- 
pared statement so that, without objection, your entire statement with 
the two appended pages will be included in the record. 

Mr. Jones. Thank you. 

(The material referred to follows :) 


NATIONAL ASSOCIATIONS 


American Retail Coal Association 

Associated Retail Bakers of America 

Association of Family Apparel Stores, Inc. 

Institute of Distribution, Inc. 

Mail Order Association of America 

National Appliance and Radio-TV Dealers Association 
National Association of Chain Drug Stores 

National Association of House to House Installment Cos., Inc. 
National Association of Music Merchants, Inc. 

National Association of Retail Clothiers & Furnishers 
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National Association of Retail Grocers 
National Association of Shoe Chain Stores 

National Council on Business Mail, Inc. 

National Foundation for Consumer Credit, Inc. 
National Industrial Stores Association 

National Luggage Dealers Association 

National Retail Farm Equipment Association 

National Retail Furniture Association 

National Retail Hardware Association 

National Retail Merchants Association 

National Retail Tea & Coffee Merchants Association 
National Shoe Retailers Association 

National Sporting Goods Association 

National Stationery & Office Equipment Association 
National Tire Dealers & Retreaders Association, Inc. 
Retail Jewelers of America 

Retail Paint & Wallpaper Distributors of America, Inc. 
Super Market Institute, Inc. 

Variety Stores Association, Inc. 

Women’s Apparel Chains Association, Inc. 


STATE ASSOCIATIONS 


Alabama Council of Retail Merchants, Inc. 
Arizona Federation of Retail Associations 
Arkansas Council of Retail Merchants, Inc. 
California Retailers Association 

Colorado Retailers Association 

Delaware Retailers’ Council 

Florida State Retailers Association 

Georgia Mercantile Association 

Idaho Council of Retailers 

Illinois Retail Merchants Association 
Associated Retailers of Indiana, Inc. 

Iowa Retail Federation, Inc. 

Kentucky Merchants Association, Inc. 
Louisiana Retailers Association 

Maine Merchants Association, Inc. 

Maryland Council of Retail Merchants, Inc. 
Massachusetts Council of Retail Merchants 
Michigan Retailers Association 

Minnesota Retail Federation, Inc. 
Mississippi Retail Merchants Association 
Missouri Retailers Association 

Nebraska Federation of Retail Associations, Inc. 
Nevada Retail Merchants Association 
Retail Merchants’ Association of New Jersey 
New York State Council of Retail Merchants, Inc. 
North Carolina Merchants Association, Inc. 
Ohio State Council of Retail Merchants 
Oklahoma Retail Merchants Association 
Oregon State Retailers’ Council 
Pennsylvania Retailers’ Association, Inc. 
Rhode Island Retail Association 

Retail Merchants Association of South Dakota 
Retail Merchants Association of Tennessee 
Council of Texas Retailers’ Association 
Utah Council of Retailers 

Virginia Retail Merchants Association, Inc. 
Associated Retailers of Washington 

West Virginia Retailers Association, Inc. 


The Cuarrman. We thank you, sir, for coming to the committee 
and giving us the benefit of the views of the American Retail Fed- 
eration. 

Are there any questions ? 
Mr. Simpson will inquire, Mr. Jones. 
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Mr. Stwpson. Mr. Jones, you take a position which I interpret to 
mean that with respect to unemployment insurance in effect the cov- 
ered employee has brought something, he has acquired a right in a 
fund which he has paid for. 

Mr. Jonrs. Right. 

Mr. Srmpson. It is true that the money is paid into the fund for 
the employer but presumably the money which has gone into that 
could be used to pay the employee if it were not put into this fund 
for the employee’s protection. 

Mr. Jones. Yes, the employer’s contribution can be considered an 
additional compensation to the worker. 

Mr. Srwreson. What is proposed in some of the legislation before 
us is that by a Federal law the duration of the payments be increased 
and that, in order to secure the money to make the payments in the 
additional period, we impose a tax to be collected some years in the 
future. Isthat your understanding? 

Mr. Jones. That is my understanding, yes, sir. 

Mr. Srreson. And should we do that you make the further point 
that we would be providing continued assistance to about three-fifths 
of those who are unemployed today and the other two-fifths who are 
not covered in employment or otherwise not qualified under the State 
laws would not be receiving this Federal advantage ? 

Mr. Jones. That is correct. 

Mr. Srmeson. I am not only repeating what you said but trying 
to think out loud. 

Your conclusion was that if the Federal Government should feel 
impelled to enter this field at all, it should be done for both the 2 mil- 
lion and the 3 million ? 

Mr. Jones. That is correct, and separate and distinct from our in- 
surance program under unemployment compensation. 

Mr. Suowpson. You feel that the insurance theory should be pro- 
tected ? 

Mr. Jones, That is right. 

Mr. Smuupson. I am sure that you state that it has done a good job 
and that it is doing what it is intended to do. 

The Cuarrman. Mr. Machrowicz will inquire. 

Mr. Macurowicz. Mr. Jones, in your statement you asked some 
questions which I think require some answers. You say how much 
higher are exhaustions now than they should be. 

I happen to have just returned from the Dertoit area, which I rep- 
resent, and just yesterday I attended a meeting of unemployed which 
ran into several thousands of people who had exhausted their unem- 
ployment benefits. As you know, Michigan is a rather liberal State 
so far as unemployment compensation benefits are concerned. There 
are about 230,000 unemployed in Detroit now, about 15 percent of the 
entire labor force. The number of exhaustions of unemployment 
compensation runs about 2,500 a week in the Detroit area alone. 

Would you consider that a situation that does not require some addi- 
tional attention ? 

Mr. Jones. I think it requires some additional attention, no doubt. 

Mr. Macurowicz. What would you suggest doing in a situation of 
that kind? 
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Mr. Jones. We think if the situation gets serious in some of these 
industrial areas and there are no signs of betterment which appear 
within a reasonable time, then other methods than the unemployment 
system should be resorted to and the funds necessary drawn from 
funds outside the unemployment compensation system. 

Mr. Macurowicz. From where would you draw these funds ? 

Mr. Jonrs. Well, in the thirties we did a great many things which 
did not seem to be particularly helpful to the restimulation of the 
economy. 

Mr. Macurowicz. What is your suggestion? That is quite an im- 
portant problem for me. We have so many unemployed, 15 percent, 
and that percentage is not decreasing but increasing. ‘The estimate 
is that for the first 5 months the number of exhaustions will be 38,000. 
I personally think that is a very conservative figure. It will probably 
be 50,000. What would you suggest we do about these exhaustions ¢ 

Mr. Jones. We tried to make the point in the last paragraph that, 
if situations like the situation as you mentioned, which is a good ex- 
ample, have developed and the need is clear, then the funds neces- 
sary to ameliorate that condition should be a joint responsibility of 
the State of Michigan and probably the Federal Government, but the 
funds necessary to ameliorate and soften that condition should come 
from funds other than the funds of the unemployment compensation 
system. 

"We feel that if we ever depart from the insurance aspect of un- 
employment compensation it would be unfortunate. The program 
has worked so much better than people thought when it was passed 
in 1938 and 1939. If we ever abandon it there becomes no relief on 
the drain on the State program and the whole burden is turned to the 
employers of the country and there is no limit to what the tax on the 
employers might be. 

We are sure that we are in a temporary adjustment. We do not 
believe that any economy can be on a rising plane indefinitely without 
some setbacks, 

Mr. Macurowicz. Of course, we all think this is going to end 
eventually but before it ends there is going to be a terrific amount of 
suffering and there is a terrific amount of suffering going on now in 
my area, 

y am wondering if you would give us a solution for that present very 
critical problem that exists there. 

Mr. Jones. Well, the proposals that are made are to loan money to 
States to be charged against their unemployment-compensation 

und. 

Mr. Macnrowicz. What is your alternative? 

Mr. Jones. We say that, if the Congress decides that additional 
help in this situation is required, Federal funds should be used directly, 
not through the unemployment-compensation system but directly to 
the States and the communities where a pressing need can be demon- 
strated. 

Mr. Macurowicz. The emergency McCarthy-Mills bill provides for 
agrant rather thanaloan. Are you opposed to that? 

Mr. Jones. Then we think that such a grant should be made through 
other facilities than the unemployment-compensation system. 

Mr. Macurowicz. What facilities do you recommend ? 
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Mr. Jones. Well, we do not have any particular ways to do it but, 
if the need is pressing and Federal assistance is sought to be required, 
ways can be found to spend Federal funds in this area. 

Mr. Macurowicz. Here you have a system that is already set up and 
can be used. 

Mr. Jones. That is right. 

Mr. Macurowicz. You oppose the using of that system, yet you have 
no other methods to suggest as an alternative. Why should not the 
— which is already set up and which has been operating efficiently 

used ? 

Mr. Jones. It is our understanding that every State has assistance 
programs to which Federal contributions have been made over the 
years. Those systems are operating in the States today, and we 
think that, if the Congress thinks necessary, funds can be made avail- 
able on that side of the State picture rather than to complicate and 
create precedents which we think are bad in this very fine insurance 
system under unemployment compensation. 

Mr. Macnrowicz. That is all, Mr. Chairman. 

Mr. Mason. Mr. Chairman. 

The Cuarmman. Mr. Mason will inquire, Mr. Jones. 

Mr. Mason. Mr. Jones, your thesis, as I get it, is that our unem- 
ployment-compensation system is an insurance system ? 

Mr. Jones. That is right. 

Mr. Mason. And you object to having the insurance system used 
as a basis for a dole or an assistance system ; is that it? 

Mr. Jones. Exactly. 

Mr. Mason. And you say in your last paragraph that, if conditions 
in Detroit or any other place are so bad, do not use the insurance sys- 
tem to cure it but use the assistance system that is prevalent in every 
State, and, if the Federal Government has to help the assistance sys- 
tem or the dole system in each State, then it should be used that way 
and not have it done under the guise of an insurance system. 

Mr. Jones. You have said it much better than I did. 

Mr. Mason. That is all, Mr. Chairman. 

The CuarrMan. Mr. Forand will inquire, Mr. Jones. 

Mr. Foranp. Mr. Jones, I think I understood you, in one of your 
answers to Mr. Machrowicz, to say that this was a temporary ad- 
justment. 

Mr. Jones. Yes; I am not ready to assume that this is going to be 
another 1929-32 depression, not for a moment. 

Mr. Foranp. But to the thousands and thousands who have ex- 
hausted their benefits, do you not think that this is really a depression ? 

Mr. Jones. No; I donot. 

Mr. Foranp. If you were in their predicament, I am sure that you 
would, sir. 

Mr. Jones. I think, for the unfortunate group that are unemployed, 
they are in a predicament, and everybody has sympathy for that, but 
when we see retail sales holding up like they are above any previous 
year except 1958, we know that there is massive purchasing power in 
this country, and the retail industry is optimistic that in the next few 
months you are going to see a turn in this picture. 

Mr. Foranp. But the man who has a family to support and is with- 
out funds, you and I must agree, feels that this is a depression. 
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Mr. Jones. He feels it, and if he needs help that need should be met, 
but not through unemployment compensation. 

Mr. Foranp. But the point was made that we have a system oper- 
ating now that could be used as a vehicle to take care of these needs. 
You are opposed to using that system ¢ 

Mr. Jones. If we did that, 1t would no longer be an insurance sys- 
tem, and we would be weakening a very well-conceived program which 
has done a wonderful job. When we have a downturn like this, which 
is similar to 1949 and to 1954, we think that, if extra funds are needed 
to tide us through, there are other ways in which relief can be forth- 
coming without destroying the basic principle of unemployment 
compensation. 

r. Foranp. You referred to other means. You stated a few mo- 
ments ago that this would be the joint responsibility of the State and 
the Federal Government. You are opposed to using an existing sys- 
tem for fear that it may do violence to it. 

Mr. Jones. That is right. 

Mr. Foranp. Then the only way that I can interpret your statement 
is that these people would go on general public assistance, which re- 
quires the means test. Would that be handled directly by the Fed- 
eral Government? Would it be handled by the State, or how would 
that be handled ? 

Mr. Jones. Well, unemployment compensation, of course, is being 
handled by the States today. If we made these grants to extend these 
weeks, in the first place, you do not reach two-fifths of the unemploy- 
ment anyway. If the need is for the full number of 5 million, they 
are entitled to consideration. We say that, through the joint Fed- 
eral-State activity in making available funds that are needed to ride 
us over what we think is going to be a short readjustment period, 
then the funds should be made available where they can be found, and 
it should be done through other means than complicating the unem- 
ployment-compensation system and creating procedents that might 
lead us, in the end, to a destruction of the system itself. 

Mr. Foranp. The only other means that I can see here would be 
through the welfare department, and that would mean the means test 
being applied in every case. 

Now, we have, as you and others have said and as is admitted by all, 
a large number of people who are out of jobs now who are not in 
covered employment through no fault of their own, because in some 
States, as you know, employers of 1 or more have their employees 
covered whereas in other States it is employers of 4 or more. You 
have many areas where people are now out of jobs who were not in 
covered employment, and I believe that some means should be found 
to help those people. 

I am very anxious to have somebody suggest to us a better approach 
than that which we are considering in these bills, but no one so far 
has advanced that proposal. All they tell us is that it ought to be by 
other means. All right. If it is going to be by other means, let us 
suggest some approach to it, some specific means. 

Mr. Jones. We have submitted one suggestion. To simply extend 
arbitrarily the weeks through the unemployment-compensation sys- 
tem, we think, would create a situation in which there would be no 
end, and we do not know how we could preserve the insurance aspects 
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of the picture which is the heart and great genius of unemployment 
compensation. 

Mr. Foranp. I understand the position you are taking regarding the 
insurance system. What I am asking for now is what would be the 
proper method of handling this relief that all of us, or at least a ma- 
jority of us, feel should be granted. How can we hand out to these 
people this relief if we are not going to use the unemployment com- 
pensation setup! To my mind, the only way left is the welfare de- 
partment through their general public assistance. If you have 
something to suggest, I would like to hear it. 

Mr. Jones. The unemployment compensation rolls are a matter of 
public record. The assistance programs could, I think, quite easily 
be geared to make additional payments to these people who are on the 
rolls, and it would be the equivalent of doing it this other way, where 
we simply complicate a good insurance system. It seems to me that 
the State of Michigan could quickly set up, if the need is demonstrated, 
a facility whereby those payments could be continued on the same basis 
that we have unemployment compensation, not on the basis of need, 
but on the basis of right. 

Mr. Foranp. You mean the setting up of another agency to handle 
this phase of it. Isthat the idea? 

Mr. Jonrs. We have these State bodies which handle assistance in 
all the States, as far as I know. They have the rolls of the unem- 
ployment system available. 

Mr. Foranp. Where does the money come from ? 

Mr. Jones. That is the next question, of course. 

I say that the States have some responsibility here and that the Fed- 
eral Government may have if this situation deepens. 

Mr. Foranp. Well, many States, of course, tell us that they are not 
in position to be able to finance this and it is a question of loans or 
grants from the Federal Government. I am opposed to the loan 
angle. Iam in favor of grants but where will that money come from? 
It will have to come from the general taxation, is that correct ? 

Mr. Jones. I think so. 

Mr. Foranp. That is all, Mr. Chairman. 

Mr. Macnrowrcz. Mr. Chairman. 

The CuHarrman. Mr. Machrowicz. 

Mr. Macnrowrcz. In answer to Mr. Forand, you stated that the 
volume of the retail trade is keeping up pretty well. Are you con- 
sidering Detroit figures in that also? 

Mr. Jones. That is the whole United States. 

Mr. Macnrowtcz. According to the figures I have the figures in the 
local department stores in the Detroit area were down in January 1958, 
compared to 1957, 16 percent. Their electric power consumption was 
down 23 percent and the construction down 37 percent. New car sales 
were down 46 percent. 

Would you say that that is consistent with your statement or are you 
questioning these figures ? 

Mr. Jones. Yes, I think there are pools of situations around the 
country where the unemployment is very high, depending upon the 
development of industrialization and the impact of loss of sales of 
the commodities involved. 
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I think that that is very true but we see that today retail sales the 
country over are only 2 percent behind the biggest year we ever had 
which was 1957. 

Mr. Macnrowicz. That is all. 

The Cuatrman. Are there any further questions! 

If not, Mr. Jones, again we thank you, sir, for coming to the com- 
mittee. 

Mr. Jones. Thank you, Mr. Chairman. 

The Cuatrman. Our next witness is Mr. R. T. Compton. 

Mr. Compton, for purposes of this record, will you identify your- 
self by giving your name, address, and the capacity in which you 
appear ? 


STATEMENT OF R. T. COMPTON, NATIONAL ASSOCIATION OF 
MANUFACTURERS 


Mr. Compton. My name is R. T. Compton. I am appearing for 
the National Association of Manufacturers. It is hard to tell you 
people very much about unemployment compensation. The expe- 
rience of your committee in dealing with the problems in this field 
has already extended over almost a quarter of a century. This com- 
mittee has initiated every national law and amendment that we have 
relating to unemployment compensation, and the hearings and reports 
of this committee contain the full history of Federal participation in 
unemployment compensation. 

You have before you now several bills providing for the payment 
of unemployment benefits out of Federal funds. Some of these operate 
through grants to the States and others through loans to the States. 
Many similar measures have been before this committee before. On 
four occasions in particular, the committee has given serious consid- 
eration to and held hearings on Federal supplementation bills. These 
occasions were : 

1942, the Hillman proposal: Grants to increase weekly benefits and 
duration. 

1944, the Dingell amendment: To increase weekly benefits and 
duration. 

1945, Reconversion Act amendments: To increase weekly benefits 
and duration. 

1952, the Moody-Dingell bill: To increase weekly benefits, would 
— through Federal funds additional weekly benefits to State 

nefits. 

Each of these proposals would have been similar in principle to 
the measures now before you. On each occasion the principle was 
rejected. Over the years the Ways and Means Committee has been 
the guardian of the State unemployment systems. 

Every reason that this committee considered when it rejected the 
proposals of earlier years is as valid today as it was then. 

In 1935 this committee carefully pointed out the objectives and 
the limits of unemployment insurance. In your report No. 615 of 
April 5, 1935, on the original social security bill, you said : 

* * * Unemployment insurance cannot give complete and unlimited compensa- 
tion to all who are unemployed. Any attempt to make it do so confuses un- 
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employment insurance with relief, which it is designed to replace in large part. 
It can give compensation only for a limited period and for a percentage of the 
wage loss. 

Unemployment compensation, nevertheless, is of real value to the industrial 
workers who are brought under its protection. In normal times it will enable 
most workers who lose their jobs to tide themselves over, until they get back 
to their old work or find other employment, without having to resort to relief. 
Even in depressions it will cover a considerable part of all unemployment and 
will be all that many workers will need. Unemployed workmen who cannot 
find other employment within reasonable periods will have to be cared for 
through work relief or other forms of assistance, but unemployment compensa- 
tion will greatly reduce the necessity for such assistance. 


This statement was in accordance with principles enunciated by 
the report made to President Roosevelt in 1935 by his Committee on 
Economic Security. 


* * * In any event, the maximum number of weeks of benefit that may be 
drawn is definitely limited through a ratio of weeks of benefit to weeks of 
previous employment (1 to 4 in our calculations) and by absolute limitations. 
(We suggest to the States in framing their laws that on the basis of 3 percent 
contribution rate the maximum benefit period cannot safely exceed 16 weeks and 
should be reduced to 15 weeks, if it is desired to give workers who have been 
long employed without drawing benefits an additional (maximum) week of com- 
pensation for each 6 months they have been employed without drawing benefits, 
up to a maximum of 10 additional weeks.) * * * 

While the maximum benefit periods, set forth in table I, are mere approxima- 
tions, they very clearly indicate that on a contractual basis, benefits can be 
paid only for periods which, to many people, will seem short. The benefits are 
small, although considerably higher on the average than relief grants. While 
unemployment compensation is far from being a complete protection, it is a valu- 
able first line of defense for the largest group in our population, the industrial 
workers ordinarily steadily employed. Unemployment compensation should 
permit such a worker, who becomes unemployed, to draw a cash benefit for a 
limited period during which there is expectation that he will soon be reemployed. 
This should be a contractual right not dependent on any means test. Normally 
the insured worker will return to his old job or find other work before his right 
to benefits is exhausted. * * * 

But unemployment compensation is also valuable in depressions. If the bene- 
fits are kept within the limits we suggest, the funds should prove adequate for 
all minor depressions. Ina depression of such depth as that which has prevailed 
since 1929 the funds are likely to be exhausted but will prove very helpful in the 
early stages. * * * 

Some economists urge that, instead of using a tax on payrolls, unemployment 
compensation should be paid through Federal Government borrowings to be 
repaid hereafter out of other types of Federal taxes. Without expressing any 
judgment on that contention, we deem it desirable, at the present time, to employ 
a payroll tax for unemployment compensation, although it may be possible that 
experimentation under the proposed statute will show that at some time in the 
future a plan built upon the other alternative suggestion should be substituted, 
in whole or in part, for that which we are proposing. 


Similar statements were made in the same year by the Senate Finance 
Committee when it made its report on the original Social Security Act 
(S. Rept. No. 628, May 13, 1935) : 


* * * Such unemployment compensation is not a complete safeguard against, 
the hazard of unemployment. In periods of prolonged depression many work- 
men will exhaust their compensation benefits before they find other employ- 
ment. * * * 

* * * While unemployment compensation will not do away entirely with the 
necessity for relief, it should very materially reduce the costs of relief in future 
years. 


The unemployment compensation program contemplates that most 
of the folks who have had regular employment in covered industries 
will find jobs before their unemployment compensation eligibility runs 
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out. This has been the case in every year for which we have figures, 
except 1940. In that year more than half of the beneficiaries ex- 
hausted their benefits, but the ratio of exhaustions to beneficiaries 
during recent years has been only from 20 to 30 percent. Here are 
the figures: 





Number of| Claimants | Percent of Number of | Claimants | Percent of 
new bene- | exhausting | beneficiar- new bene- | exhausting | beneficiar- 
ficiaries benefits ies who benefits ies who 

exhausted 
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When your committee said that unemployment insurance can give 
compensation only for a limited period you had in mind paying 
benefits for a period of 16 weeks after a waiting period of 2 to 4 
weeks for each spell of unemployment. 

Now, the major industrial States pay benefits for 26 weeks—after 
a waiting period of only 1 week per year. 

So the situation is this: 

A family head with a substantial work record can today anti- 
cipate receiving unemployment benefits from 1 to 3 weeks sooner and 
10 weeks longer than when the original laws were adopted. 

Despite this fact, it is true that a large number of people have 
exhausted their benefits this year. The exhaustions were 147,000 in 
January and 145,000 in February. If we assume continuation at 
this rate in March, there would be 450,000 in the first quarter of 1958. 

I realize that last Friday the Secretary of Labor gave a some- 
what higher estimate as the official estimate, but it would not change 
these figures very much. 

The following table gives some comparisons of this estimate with 
1950 and 1955: 





| Labor force Percent of Percent of 
lst quarter (millions) Exhaustion covered labor force 
employees 
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I spoke of family heads, but it would be erroneous to assume that 
these people who have exhausted benefits are all family heads. 

It is unfortunate that while the State unemployment compensation 
systems have been in effect for two decades ond a great deal of money 
has been spent on research, there are many areas in which no adequate 
national statistics are available. 

This is one of those areas. We do know that about half of the 
benefit claimants are young people—boys—and women—most of 
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whom are not family heads. We know also that these people, be- 
cause of short work experience, normally exhaust their benefits more 
rapidly than the family heads, so it follows that they make up a 
larger percentage of those exhausting benefits. 

While I believe that the States should have the responsibility for 
unemployment compensation, this does not mean that I believe the 
have done a perfect job. There is one area in particular in whiek 
I feel many of the States have gone beyond the basic purpose of this 
program—that is in the area of setting up qualifications for benefits, 

While unemployment benefits are paid as a matter of right, there 
is, throughout the program, a presumption of need. This presump- 
tion is based on the fact that if people have, over a period of time, 
been working for wages they may be presumed to have been de- 
pendent upon wages for a livelihood. 

Many of the provisions of State laws, in my opinion, overlook this 
presumption. When, for example, a State includes in coverage an 
individual who has earned throughout his whole work experience, as 
far as the figures show, his whole lifetime, only $200, $300, or $500, it 
is covering people who cannot be presumed to have been dependent 
on wages—but must, on the other hand, be presumed to have had other 
sources of income, in most cases, probably either their fathers or 
their husbands. 

The State formulas are, of course, somewhat balanced in recogni- 
tion of this fact. Where qualification requirements are low the dur- 
ation of benefits is usually also low. Where people can qualify for 
benefits on the basis of only 4 or 5 weeks of work a year, they may per- 
haps draw benefits for only 5 or 6 weeks a year. 

These low qualifications account for many of the cases in which 
benefits are exhausted. 

These low qualifications indicate the specific inadvisability of the 
provision in some of the bills before you for a flat 16-week extension 
of benefits to all of those who have exhausted benefits. 

And also, incidentally, they indicate a very sound reason for the 
fact that most States have not succumbed to the pressure put upon 

Mem by Federal officials to adopt the unsound principle of uniform 
duration for all benefit claimants. 

There is another area in which we are woefully short of statistics. 
The country has never been supplied with any national figures show- 
ing what happens to beneficiaries when they stop receiving benefits. 
For example, in January 114 million people discontinued making un- 
employment benefit claims. Of these about 10 percent ceased filing 
claims because of exhaustion of their coverage. As to the other 
90 percent, we have no information whatever. We can only guess. 
We may presume, I suppose, that the majority of them found jobs. 
We may presume also that a large number left the labor market by 
reason of death, illness, marriage, the desire to go to school, being 
tired of their jobs, or countless other reasons known only to them- 
selves. 

Our figures do not show what happens to people after they exhaust 
benefits. They may continue to hunt for work; they may find work; 
they may retire from the labor market; they may marry or they may 

o back to school. If a man finds a job for a period after having ex- 
Seusted his benefits, and then draws benefits again, he goes back in 
to the statistics again and adds another “exhaustee” to the total. 
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Many of those who exhausted their benefits in January of this year 
undoubtedly went back to work in February or March, but they will 
continue to be carried in the totals for the year. For there are no 
figures showing how many of those who have exhausted their benefits 
have gone back to work—or when. 

So much for details relating to exhaustion of benefits and other 
benefit problems. This is not the place really for discussion of these 
details Sutsiowe all of the bills before the committee, at least all I have 
seen, involve a principle much more important than these details. 

Each of these bills would substitute the judgment of the Congress 
for the judgment of the State legislatures in the determination of un- 
employment compensation policy. 

I do not believe, and industry does not believe, that the Congress 
should assume this responsibility. 

The problem that exists today is concentrated primarily in nine 
industrial States. Each one of these States has substantial funds in 
reserve for the express purpose of paying unemployment compensation 
benefits. 

Each of these States has a responsibility policy body—its legisla- 
ture. In the original Social Security Act the Congress left to the 
State legislatures the responsibility and the right to determine un- 
employment compensation policies for their States. 

More recently the Congress has established a loan fund to be used 
in accordance with State policies. The purpose of that fund was to 
relieve the State legislatures of the fear of suddenly and temporarily 
running out of unemployment compensation reserves. Now, as you 
well know, since this committee initiated a bill, any State with depleted 
funds can borrow from the Federal Government. The fund available 
amounts to $200 million. You already have on the statutes authority 
to appropriate almost another billion dollars to that fund, if you 
want to, and I doubt under any circumstances the Congress would 
permit that fund to go broke. 

In all, there are 7,613 men and women serving in State legislatures 
throughout the United States. These members are all elected by the 
people of their States. I believe they are truly representative of every 
class and kind of people in our country. They have dealt with un- 
employment compensation laws for over 20 years. Together they 
have held thousands of hours of hearings on the many facets of this 

roblem. This is an exceedingly complicated and technical field of 
egislation, and there are in these legislatures many able men who are 
thoroughly familiar with the details of the State laws as they have 
been built up over the years. 

I have the feeling that this discussion has brought out considerable 
confusion of principles. We have this kind of reasoning: 

We are experiencing recession. Because of this recession, unem- 
ployment is high. Some of the unemployed have exhausted all of 
the benefit rights to which they are entitled under their State laws. 
Therefore, extended benefits should be paid to these people who have 
exhausted their rights out of Federal funds. 

Gentlemen, there is something wrong with this logic. Unemploy- 
ment compensation is constantly referred to in official documents as 
an insurance program. Publications of the Department of Labor 
refer to “insured employment” and “insured unemployment.” 

The basis of the unemployment-insurance program is that employers 
pay premiums in advance based on the wages of people they hire. 


POPS 


NES SY aN 
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These premiums finance specific benefits that are payable to employees 
of these employers when they lose their jobs. 

Now it is proposed that you put this program in reverse—that you 
pay benefits today to people who have already been compensated under 
the existing system and collect the premiums from employers who 
happen to be employing labor in 1963, many of whom are not in 
existence today. 

Your committee 23 years ago pointed out the dangers involved in 
any attempt to cover long-range unemployment by an insurance sys- 
tem and indicated clearly that if the time should come when further 
relief might be necessary, this would have to be done under a different 
program. 

The people who have exhausted their benefits—whether they had 
accumulated a right to 5 weeks of benefits, 10 weeks of benefits, or 
26 weeks of benefits—have received the benefits provided for them 
by the insurance system. As I mentioned before, they have received 
them as a matter of right and on the presumption of need—the pre- 
sumption that they had been dependent upon wages for a living. 
Now these people are no longer covered by unemployment compen- 
sation. They are in precisely the same category as people who have 
never had any unemployment-compensation coverage. 

The mere fact that an individual was once covered by unemploy- 
ment compensation—in 1950 or 1940—does not set up any obligation 
that is payable today through that system. The fact that an indi- 
vidual was eligible for unemployment benefits in January 1958, does 
not make him eligible for unemployment benefits in March 1958. 

What is the difference between a boy who graduated from school last 
year, got a job, lost it, and was paid some benefits and exhausted them— 
and a boy who may graduate next June and be unable to find a job. 
Maybe you can see a real difference—I can’t. 

The Secretary of Labor in presenting this program referred repeat- 
edly to “assistance” for the unemployed. And, gentlemen, that is what 
this proposed system is. Call it what you may, it is an assistance pro- 
gram, a relief program, disguised as unemployment compensation. 

If times should become so tough that we need a new relief system, 
I think it should be a State system, but State or Federal, it should be 
called what it is and should be kept completely separate and apart from 
unemployment compensation. 

This is exceedingly important, because we anticipate that the unem- 
ployment-compensation program will continue to give protection to 
industrial employees for many, many years in the future. It cannot 
do the job it is intended to do if, in the interest of expediency, it is bent 
and twisted and warped into a pseudorelief system to take care of a 
temporary recession in 1958. 

You are facing here a real danger—a danger of corrupting the basic 
principle of unemployment compensation and wrecking this program 
for all time, and the danger of corrupting the sound working relation- 
ship that has been established in this field between the Federal Gov- 
ernment and the States. 

The basic policy question involved is whether the Federal Govern- 
ment should supersede the State legislatures by assuming the power 
to dictate how long unemployment compensation benefits should be 
paid. This involves an assumption by the Federal Government of 
policymaking functions in unemployment compensation. 
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Because if the Federal Government at this moment can step in and 
change a part of the contract between a State and its citizens, then it 
can step in and change every other provision of State laws, and I believe 
we may presume that it will do so whenever an emergency arises. 

And it has been pointed out to this committee many times that there 
is always some kind of an emergency. 

I am not drawing any great distinction between the grant bill in- 
troduced by Mr. Mills and the loan bill introduced by Mr. Reed on 
behalf of the administration. To make a choice between them would 
be like making a choice between Tweedledum and Tweedledee. Both 
involve the payment of benefits not provided by law and benefits which 
are not an obligation of the unemployment compensation system. 

Mr. Mills’ bill involves an outright assumption by the Federal Gov- 
ernment of the obligation to pay benefits through the State systems. 

Until the Secretary of Loken presented his bill, we assumed his 
program had the character of a loan. But he said he is proposing a 
Federal program, federally financed and universal in application. 
So I cannot see much difference in principle. 

As to details, the chairman’s bill has two major defects, both of 
which could easily be corrected. The first is that it would extend 
benefits by a uniform 16 weeks. This provision would have results 
that were perhaps not intended. It could in some cases extend to a 
total of 21 or 22 weeks the benefits of people who under their State 
laws had had so little work experience as to have been eligible originally 
for only 5 or 6 weeks of benefits. 

The other defect, perhaps also partly unintentional, is that the chair- 
man’s bill would change the weekly benefits provided. I presume this 
provision is intended to increase weekly benefits. As I read the bill 
it would in some cases reduce benefits. In other cases it would be 
completely incompatible and unworkable under existing State laws 
because it relates benefits to weekly earnings and there are a number 
of States that do not base benefits on weekly earnings. 

In these respects, these details, the administration bill is a little 
better but, I repeat, these are details. I believe the administration 
bill involves a principle that might in time be even worse than the 
harm it would do to unemployment compensation. Because the prin- 
ciple in this bill is that the Federal Government can force a State to 
pay out money for a purpose not 4 reshma: by State law and then pay 
the money back to the Federal Treasury either by State appropria- 
tions or by special taxes on part of its people. 

Gentlemen, in my own opinion, this seems to be one of the most 
fantastic proposals of all time. I wonder how many other fields of 
legislation there may be in which this method of “persuasion” might 
be used to force the Federal will upon the people of a State? 

Two of the bills avoid the compulsion of the administration bill, 

the Curtis bill by providing a way out, and Mr. Harrison’s bill by 
putting the program strictly on a mutual basis. 
_ But even though you know it already, I must remind you that the 
States have no need for Federal money beyond that already provided 
in the loan fund established under legislation initiated by this com- 
mittee. The benefits provided by law can be provided by the States 
out of reserves in being, amounting to almost $9 billion. 

I cannot see how the Federal Government can supplement these 
funds by lending its credit. I am not a constitutional lawyer, but 
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it is beyond my comprehension to understand how a governor of a 
State, without State legislation, can borrow, or accept, millions of dol- 
lars from the Federal Government for a purpose not provided by 
State law and commit either the State treasury or future employers 
of the State to pay the money back. 

And if the matter is handled by direct grants, the only place the 
Federal Government can get the funds is out of the expanding deficit 
that we will have next year. 

Enactment of any of these bills would mean that ultimately many 
of the sound and progressive improvements that the legislatures have 
made in these laws over the years would fall by the wayside because 
strong pressure for permanent extension of the Federal legislation 
could certainly be anticipated. The figures quoted above show, and 
members of the committee have brought out the fact that there have 
been many occasions in the past when unemployment has been much 
more severe than it is today. If this legislation is necessary now, why 
was it not necessary then? And more important: If this legislation is 
necessary in 1958, why will it not be necessary in 1959, in 1960, or in 
1965 ? 

I do not believe it is realistic to think that once Federal control is 
established, it is likely to be withdrawn. 

Arbitrary federalization can be destructive of sound unemployment 
compensation, and it also could be injurious to the labor market itself. 
It could become a vehicle for immobilization of the labor force and 
for the creation of giant pools of idle men living on Government sub- 
sidy. 

We don’t want to bring about what Karl Marx called an “indus- 
trial army of surplus population.” 

For this reason the legislation becomes exceedingly technical and 
difficult to write. 

If the Congress were to take over the responsibility of writing a 
Federal unemployment insurance law, or of setting compulsory bene- 
fit standards ies the States, to do even a fairly good job you would 
have to devote more time to each of many, many facets of the subject 
than you have allotted to this entire hearing. 

You would probably have to devote more time to this one subject 
every year than you have spent this year on taxation and reciprocal 
trade agreements combined. 

We believe this is a job for the States, not the Congress. 

The Cuarrman. Mr. Compton, we thank you, sir, for giving us the 
benefit of the views of the National Association of Manufacturers. 

Mr. Comreron. Mr. Chairman, I have received this morning some 
actual statistics from the industrial relations files of the General Elec- 
tric Co. indicating 18 cases in Pennsylvania of people who have been 
employed by the company and have received benefits and have ex- 
hausted them and the amount that would be paid under these bills, 
indicating that in each of these 18 cases the amount to be paid under 
the 50-percent proposal of the administration combined with what has 
already been received would be more than the wages earned in the 
base period. 

Could I put that in the record ? 

a CuarrMan. Without objection, that may be included in the 
record. 
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(The material referred to follows :) 


Social security | Date of appli-| Weekly | Total bene-| 13 weeks 
account No. cation benefit fits for 30 | additional 
rate weeks 


= — wena — a —— — 


176-22-2407.................| Mar. 11, 1958 $24 $720 
160-24-9606._._ - J Mar. 7, 1958 32 960 
185-28-8522 Mar. 15, 1958 28 840 
170-16-9732_..............-.| Mar. 1, 1958 31 930 
17018-7009 | Sept. 18, 1957 23 690 
17-01-4463 ._...............| Mar. 10, 1958 29 870 
725-03-2029.................| Mar. 1, 1958 26 780 
175~-07-8500 | Mar, 9, 1958 31 930 
178-10-4438._........... Mar. 1, 1958 33 990 
EG. OD 6s nition 34 , 020 
193-20-i214 _...| Feb. 14, 1958 900 
174-24-1968 .................| Feb. 22, 1958 31 930 
172-28-2067.................| Jan. 19, 1958 28 840 
175-100-4229 __. ; Feb. 3, 1958 | 31 930 
160-28-7339.................| Feb. 23, 1958 32 | 960 
05-28-5917... ....- | Feb. 21, 1958 28 840 
159-26-6532 Feb. 22, 1958 31 930 
17507-7410 _....--| Feb, 20, 1958 | 29 | 870 
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The Cuatrman. Mr. Machrowicz will inquire. 

Mr. Macurowicz. Mr. Compton, I wonder if you were aware of the 
fact that on January 13, 1953, the Department of Labor in a report 
to the House Appropriations Committee reported that the excess 
collections on unemployment seenpenent ee over and above admin- 
istration costs totaled conservatively $570 million from 1936 to 1953. 
Of course, that amount has been increased since that time. 

As a representative of the National Association of Manufacturers, 
do you not think that probably all or some part of that $570 million 
should now be used for this emergency situation ¢ 

Mr. Compron. I thought the figure was higher. I thought it was 
almost a billion. That was the figure I referred to in my statement. 

Mr. Macurowicz. It was $570 million at that time. I think it might 
be near a billion dollars. Do you not think that it would be equitable 
for the Government at this time to use some of that money for the 
present emergency situation ¢ 

Mr. Compton. Yes, sir; I do if it is needed. The loan law that was 
initiated by this committee authorizes—at any time the Federal 
Government wishes to do so—the appropriation of all of those excess 
collections to the loan fund so that it is available now. If any State 
wants to extend these benefits or change them in any way and then 
runs out of funds that fund is available. 

Mr. Macurowicz. What the Mills-McCormack bills would do would 
be to use some of this excess for this present purpose. What is wrong 
with that? 

Mr. Compron. You could put it that way. 

Mr. Macurowicz. What is wrong with it ¢ 

Mr. Compton. In my opinion what is wrong with it is this: We have 
developed over a period of 20 years a long-range, long-term program 
which I consider a sound program for the protection of en in 
many periods of unemployment in the future. As you indicated in 
your original reports, the principal purpose of this program is to 
protect employees from temporary unemployment not from depres- 
sion unemployment and, if you will prostitute the system to meet. the 
needs of a depression right now you are going to wreck the system 
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that should be available to the American people when they come out of 
this depression and go back to normal times. Don’t wreck the unem- 
ployment insurance system to solve a temporary emergency is the 
point I am making. 

Mr. Macurowicz. You refer to the unemployment system as an 
insurance system. I would like to ask how the unemployment system 
can be an insurance system since we cannot calculate the possibility 
of unemployment? Since the system cannot be appraised on a strict 
probability is it not necessary for the Federal Government to deal 
with unemployment rates which are greater than the historic pattern? 

Mr. Compton. I said the unemployment compensation system has 
the characteristics of insurance. I grant you cannot forecast unem- 
»loyment but we collect premiums in advance. We build up reserves, 

Ve have over $8 billion worth of them now, almost $9 billion, and 
those reserves are there to be used for the payment of benefits for 
the people who have been covered by the system on whom the prem- 
iums have been paid under prescribed conditions. 

To that extent it has the characteristics of an insurance system. 

Mr. Macurowicz. You say we cannot predict unemployment. Of 
course, we cannot. It is a Federal responsibility in situations such 
as this; is it not? 

Mr. Compton. We cannot predict unemployment but we can more 
or less, or at least have in the past 20 years, predicted well the probable 
drain on the unemployment funds and the probable cost of the benefits 
provided by the State laws. 

Up to date no State in the United States has gone broke. 

Mr. Macurowricz. What is your opinion of our social-security sys- 
tem? Do you have one? 

Mr. Compton. I think it is being improved every year. I think it is 
a pretty good system. 

Mr. Macurowicz. Did the NAM support the system in 1934? 

Mr. Comrron. I am not certain. 

Mr. Macwrowricz. You did not then but you think it is a good 
system ? 

Mr. Compton. It is far better than 1935. 

Mr. Macurowrcz. In the 1936 campaign did the NAM oppose the 
unemployment-compensation law ? 

Mr. Compton. We were not involved in the 1946 campaign. 

Mr. Macurowticz. In 1936. 

Mr. Compton. I was not with the NAM then. 

Mr. Macurowicz. Do you know historically whether the NAM 
fought the unemployment compensation then ? 

Mr. Compton. I believe it did. 

Mr. Macurowicz. When did the NAM shift its attitude from oppo- 
sition to support of the present unemployment-compensation system ? 

Mr. Comptom. I could not tell you. The opinions of industrialists 
throughout the United States vary quite widely on a subject of that 
sort. 

Mr. Macurowicz. But it has shifted ? 

Mr. Compton. I think so. 

Mr. Macurowicz. Do you feel that you were wrong when you first 
opposed the unemployment-compensation system ‘ 

Mr. Compton. I was not here then. 
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Mr. Macurowicz. I am speaking of the association. 

Mr. Compton. I do not wish to speak for the association as of that 
time. 

Mr. Macirmrowricz. You cannot speak for the association ? 

Mr. Compton. Not as of 1936; no, sir. 

Mr. Macurowicz. That is all. Thank you. 

The Cuatrman. Mr. Simpson will inquire, Mr. Compton. 

Mr. Stupson. Mr. Compton, can you conceive of a State levying a 
tax applicable 4 or 5 years in the future and then borrowing against 
that revenue and then paying the money to one man and denying it to 
another when the man to whom you pay it may need it far less than 
the other man ? 

Mr. Compton. No, sir. I cannot conceive of that but even less can 
I conceive of a State doing it simply by edict of the Governor or some 
one man’s decision even without legislation. 

Mr. Srupson. Well, if the State would not do it, that is what the 
Federal Government is forcing the State to do. Is that not what we 
are asked to do here? 

Mr. Comrton. Apparently; yes, sir. 

Mr. Stmrson. We are asked to levy a tax applicable in 1963 and 
thereafter and to borrow against that now. 

Mr. Comrton. That is right. 

Mr. Suupson. And pay the money out to people, some of whom need 
it, some of whom do not need it, but pritickpally to deny it to many 
people who need it. That is what bothers me. 

Mr. Compron. That is right. As I said I take the case of two em- 
ployees, one of whom got out of school last year, got a job and lost it, 
and was paid benefits. The other boy is graduating this year. He is 
looking for a job. One has had the advanthige of having received 
some money from the Government; the other has not; but to one who 
has received the money you are proposing to pay more and to the 
one who has received nothing you are proposing to pay nothing. 

On the other hand, you are going to ask business not even in existence 
today, which may be established in 1963, to pay the cost of having done 
that in 1958. 

Mr. Srupson. Do you believe that the States in the years that they 
have evolved the qualifications upon which one qualifies for payment 
under this insurance plan are best able to recognize the various in- 
terests involved and to make the qualifications for payment more 
equitable? 

Mr. Compron. Yes, sir; I certainly do. 

Mr. Stmpson. Then it is a field that the Federal Government has 
avoided in the past and should not step into now. 

Mr. Compton. Yes, sir. 

Mr. Srvpson. That is all I have, Mr. Chairman. 

The Cuarrman. Are there any further questions ? 

Mr. Mason. Mr. Chairman. 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. Mr. Compton, I was on the subcommittee that set up 
this $200 million loan fund out of the excess in the three-tenths of 
1 percent collected for administration purposes and at that time, if my 
memory serves me right, the Federal Government even at that time 
had collected something like $700 million or more, three-quarters of a 
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billion dollars more than the cost to administer, and the Federal Gov- 
ernment had used this fund that was collected for a definite purpose 
to pay bills of general nature. 

It was our subcommittee that pointed that out, as I remember, and 
said, “This is collected for a certain purpose. It should not be used 
for other purposes. Therefore, from now on the excess shall go into 
this loan fund.” That, in substance, is how I remember the problem. 

Now, this $700 million collected in excess could now and should 
possibly now be used for general assistance where it is needed all over 
the country and in that way return to the States the excess that has 
been collected but not used to change our unemployment insurance 
system. 

Mr. Compton. I think partly that is quite true. Of course, as I said 
before, this committee has already reported legislation which has been 
passed by the Congress which provides the appropriation of those 
excess funds. if necessary, to the loan fund. Of course, the excess 
funds are not in existence. They have been spent. You would have 
to borrow the money someplace to get it. 

I do not see any particular connection between the excess funds that 
have been collected for unemployment compensation administration 
and relief. 

I think if the time comes, as it did in the thirties when we have 
to appropriate Federal funds for relief, that the situation that prevails 
might force the Congress to do so irrespective of funds which have 
been collected in the past. 

Mr. Mason. Can you not see as much relation between those excess 
funds that were collected for unemployment and which now may be 
called upon for assistance as for those excess funds being called upon 
to change the system in each of the States and lengthen the term or 
increase the insurance program ? 

Mr. Compron. I certainly can, sir. I think it would be far prefer- 
able to use those funds or any funds through a separate program of 
some sort if that had to be done. 

Mr. Mason. Rather than to do violence to our unemployment in- 
surance system ? 

Mr. Comrron. Yes. 

Mr. Mason. That is all, Mr. Chairman. 

The Cuarmman. Are there any further questions? 

If not, Mr. Compton, we thank you again for coming to the com- 
mittee. 

Mr. Compton. Thank you, sir. 

The Cuamrman. Our next witness is Mr. Frank E. Cooper. 

Mr. Cooper, for purposes of this record, please identify yourself by 
giving your name, address, and the capacity in which you appear. 


STATEMENT OF FRANK E. COOPER, COUNSEL FOR MICHIGAN 
MANUFACTURERS’ ASSOCIATION 


Mr. Cooper. Mr. Chairman and gentlemen, my name is Frank E. 
Cooper. I am engaged in the general practice of law in Detroit and 
serve as general counsel for the Michigan Manufacturers’ Association, 
T have filed with the clerk of the committee a formal statement and, 
since the statement that I filed is too long to read, perhaps you will 
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rmit the statement to be made a part of the record and let me speak 
informally for a few minutes. 

The CHarrMaAn. Without objection, your entire statement will be 
included in the record, and you are recognized for 15 minutes to pro- 
ceed in your own way. 

(The statement referred to follows :) 


STATEMENT OF FRANK E. Cooper, COUNSEL FOR MICHIGAN MANUFACTURERS’ 
ASSOCIATION, IN OPPOSITION TO PROPOSALS FOR FEDERAL FINANCING OR CONTROL 
or STATE UNEMPLOYMENT BENEFITS 


My name is Frank E. Cooper. I am engaged in the general practice of law in 
Detroit, as a member of the firm of Beaumont, Smith & Harris, and serve as 
counsel for the Michigan Manufacturers’ Association. I have been asked to 
state the reasons which lead the Michigan Manufacturers’ Association to object to 
the provisions of H. R. 11326, 11679, and other pending bills providing for extend- 
ing the duration of State unemployment compensation benefits. 

I should like to direct your attention to three problems which the pending 
pills present, discussing these problems in light of our particular situation in 
Michigan. 

These problems are: 

1. Should Congress or the State legislatures determine the pattern of unem- 
ployment insurance in the States? 

2. Should unemployment benefits be payable as of right, based on past earn- 
ings; or on the other hand, should they be a form of subsistence payments, handed 
out to an arbitrarily selected group, something like welfare payments but without 
a means test? 

3. What should be taken into consideration in determining the proper dura- 
tion of unemployment benefits, in the interests of the greatest public good? 

Each of these problems is of especial concern in Michigan. The Michigan 
Legislature has, during the past 22 years, devoted an unusual amount of study 
to the problems of unemployment compensation, for in Michigan—because of 
the cyclical nature of the automobile business—the question of unemployment 
compensation has been of continuing serious concern. As Professor Haber, of the 
University of Michigan, recently pointed out (Detroit Free Press, March 2, 1958) : 
Michigan has always had and will always have a high incidence of unemploy- 
ment. It was his prediction that total unemployment in Michigan is likely to 
remain at a level of about 175,000—or about half of current level—even when so- 
called full employment is again attained. 

So far as I recall, the subject of unemployment insurance has been considered 
at every regular session of the Michigan Legislature since 1939—and at many 
special sessions. 

The legislature from time to time has created special study commissions or 
joint study committees and the legislature has been aided by a statutory labor- 
management advisory council and by research activities carried on by such 
organizations as the Michigan Employers’ Unemployment Compensation Bureau 
and the unemployment compensation department of the UAW-CIO. 

The Michigan Legislature has enacted a number of innovations that have at- 
tracted nationwide attention, such as the variable maximum scale of benefits 
(designed to establish the maximum weekly benefit rates that will cover non- 
deferrable expenses and “finance the most favorable standard of living con- 
sistent with maintaining for unemployed individuals generally a proper incentive 
to seek and accept new work”), an adjustment formula designed to increase bene- 
fit amounts when living costs increase, and certain provisions as to eligibility re- 
quirements and disqualifications that have been designed to meet, in the judgment 
of the State legislature, the particular needs of our State. 

Right at the present time the Michigan Legislature is considering, and the 
Senate has already approved, a plan to increase the duration of benefits on an 
emergency basis to meet the needs arising out of the present unemployment sit- 
uation in the automobile industry and allied industries. The provisions of this 
Michigan bill call for an emergency extension of benefit duration by 33 percent, 
at 75 percent of the claimant’s most recently established weekly benefit rate. 
This reflects the legislature’s judgment that this is all that is needed in Mich- 
igan, in light of the general predictions of an economic upturn in the second 
half of the year, and the well-known fact that when 1959 model production 
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commences early next autumn, employment in the automobile plants will in- 
crease. 

I mention this because it illustrates the importance of tailering the unem- 
ployment compensation plan of each State to meet the needs of that State. 

Some of our largest manufacturing States—New York, Massachusetts, and 
California, for example—had less unemployment in the week ending March 8, 
1958, than they had in the bottom of the 1949 recession. (In July, 1949, unem- 
ployment in New York totaled 9.5 percent of the number of covered employees, 
In March of this year it totals 7.4 percent. In Massachusetts, unemployment 
in June, 1949, was 10.7 percent; in March 1958, it is 7.3 percent. In California, 
unemployment in March 1949, was 12.3 percent; in March 1958, it was 8.4 per- 
cent.) In such States, the legislature might well conclude that there is no rea- 
son for increasing the duration of benefits. 

In Michigan, there has been a higher rate of insured unemployment this 
winter than there was in the 1949 recession—an increase from 9.4 percent in- 
sured unemployment in December 1949, to 12.2 percent as of March 8, 1958, 
The Michigan Legislature has indicated that this does afford a basis for extend- 
ing the duration, and the legislation now in the course of passage reflects the 
judgment of the Michigan Legislature as to how much the extension should be. 

Each State legislature is the best judge of the conditions in its own State. 

The manufacturers of Michigan would not like to see taken from the State 
legislature its responsibility for providing a system of unemployment compen- 
sation benefits specially designed to meet Michigan’s own needs. We are con- 
cerned with the provisions of the pending bills primarily because they do take 
away from the States the right to decide what the duration of benefits should 
be. If, by Federal legislation, Michigan is committed against her will to a 
maximum 39 weeks’ duration—even for what is labeled initially as a temporary 
period (as the Michigan State sales tax introduced as a temporary emergency 
measure in 1933 is still with us and has become one of the principal sources of 
State income)—we fear that as a practical matter the whole problem of dura- 
tion which, as I shall show, is a local problem, will be taken out of the hands 
of the Michigan Legislature. 

If Congress determines the question of duration may it not likewise decide 
the issue of benefit amounts (which is indeed proposed in some pending bills) ? 
Once the principle of Federal determination is established, is it not fair to ex- 
pect that Federal dictation will extend to tax rates, eligibility provisions, and 
disqualification provisions, removing the whole area of unemployment compen- 
sation from State control? 


UNEMPLOYMENT COMPENSATION PATTERNS SHOULD BE DETERMINED BY STATES 


This is, as I see it, the first of two fundamental questions of principle involved 
in the pending bills. Should Congress or the State legislature determine the 
pattern of unemployment insurance in Michigan and the other States? Is 
unemployment insurance a matter in which a uniform nationwide rule is prefer- 
able, as in the case of the laws concerning radio and television; or is it a case 
where local laws should meet the local needs as in the case of traffic regulations, 
personal injury claims, workmen’s compensation, and other similar fields per- 
taining to matters affecting the ordinary citizen in his everyday affairs? 

Hitherto Congress has taken the position that unemployment compensation 
is a matter for State regulation. 

In the report to President Roosevelt made in 1935 by the Committee on Eco- 
nomic Security, on which Mr. Arthur J. Altmeyer served as chairman of the 
technical board, it was said at page 4: 

“We believe that the States should administer unemployment compensation, 
* * *” [Emphasis supplied. ] 

As I recall, the opinion was expressed at one of the early meetings of the 
Interstate Conference of Administrators that the program of unemployment 
compensation would have failed in its initial years, if it had not been divided 
up into a number of separate State systems. 

Congress has four times rejected bills that would have tended to federalize 
the unemployment system. 

For reasons which I shall endeavor to touch on, we think unemployment com- 
pensation should remain a matter of State control. 
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UNEMPLOYMENT COMPENSATION SHOULD BE BASED ON SOUND PRINCIPLES OF 
INSURANCE 


The second fundamental question involved is whether unemployment com- 
pensation should be payable as of right, based on past earnings; or whether 
unemployment benefits should be a form of subsistence payments handed out 
to a selected portion of unemployed men and women, something like welfare 
payments but without a means test. 

The pending proposals represent a long step in the latter direction—a direc- 
tion which proved so distastrous in England. 

For reasons which I shall endeavor to describe, the manufacturers of Michi- 
gan believe that the former plan—making unemployment benefits a form of 
insurance payable as of right and only to those who have earned them and based 
on their past earnings—is the right plan. 

This is the principle which hitherto has always been followed. Congress, 
on at least four prior occasions, has rejected proposals to abandon this principle. 

{(1) 1942—H. R. 6559, war displacement bill; (2) 1944—S. 2051, war mobili- 
zation and reconversion bill; (3) 1945—S. 1274, amendment to Reconversion 
Act of 1944; (4) 1952—S. 2504, providing for Federal funds to supplement State 
benefit payments. ] 

We think the principle should not be abandoned at this time. The present 
bills do represent a long retreat from this principle, however. The chief reason 
that has been urged in support of them is that the prospective beneficiaries are 
in need of greater purchasing power. 


HIGHLIGHTS OF THE MICHIGAN PLAN FOR UNEMPLOYMENT INSURANCE 


I should like to tell you about some of the principles developed in the Michigan 
law which indicate that the Michigan Legislature has done a good job in facing 
the problems of unemployment compensation, and persuasively demonstrate that 
the Michigan Legislature should be permitted to continue to look after Michigan’s 
problems in the method deemed best to a majority of the elected representatives 
of the people. 

The history of the Michigan law has been a history of expansion of benefit 
amounts and duration. 

The maximum benefit has been increased from $16 in 1938, when benefits first 
became payable, to $55 at the present time, in successive jumps from $16 to $20 
in 1942, to $28 (including dependents) in 1945, to $32 in 1949, to $35 in 1951, to 
$42 in 1954, to $54 in 1955, to $55 in 1957. This increase in benefit amounts has 
outstripped the increase in cost of living. The cost of living, according to BLS 
statistics, increased 95.6 percent from 1939 to 1956. The average benefits paid 
under the Michigan law—I am not now talking about maximum but about the 
average benefit actually paid—has increased from $13.30 in 1939 to $34.11 in 
1956. The average benefit payments have increased 160 percent while the cost 
of living has increased 95 percent. Taking into account the lowered purchasing 
power of the dollar, there has been an increase in actual buying power of 31.1 
percent between 1939 and 1956. Since that time, benefit amounts have gone still 
higher. The average Michigan check last month was $36.65 a week—higher 
than the maximum weekly benefit in 36 other jurisdictions. 

Maximum duration of benefits has been increased in the Michigan law from 
16 weeks in 1938 to 26 weeks at the present time. The increases have been in 
the following steps: 18 weeks in 1941, then 20 weeks in 1942, then 26 weeks in 
1954. 

Michigan has adopted an extremely low qualifying work requirement. An 
individual need work only 14 weeks during his base year to become eligible for 
- unemployment benefits. He gets 2 weeks of benefits for each 3 weeks that he 
has worked. For example, 14 weeks of work entitles a person to 9% weeks of 
unemployment benefits. 

The theory of having this variable duration (from 91% weeks for the individual 
who has worked only a short time, to a maximum of 26 weeks for the person 
who is a regular full-time worker, having worked 39 weeks in his base year) is 
that seasonal workers and temporary workers should not receive benefits for a 
length of time disproportionate to the period of their attachment to the labor 
market. A housewife who works in a fruit-canning plant for a few months in 
the summer, or a retired worker who rents rowboats in a summer resort should 
not draw unemployment benefits all winter. 
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Enactment of H. R. 11326 would mean that a person who worked in a Michigan 
fruit-canning factory for 14 weeks in the summer would thereafter get benefits 
for a period of 25 weeks. This, we think, is out of all proportion. It would 
mean that a person working from June 15 to September 20 would start drawing 
benefits a week after he was done working, and would continue to draw benefits 
until the latter part of March in the next year. 

Enactment of H. R. 11679 would mean that such a person working 14 weeks 
from the middle of June to September 20 would draw benefits for 14 weeks. 
In short, a person would get 1 week of unemployment benefits for every week 
that he worked. 

In contrast to these provisions, Senator Faulkner’s bill, as it passed the 
Michigan Senate, would extend the benefit period on a temporary basis by 
only 33 percent, at 75 percent of the claimant’s most recently established benefit 
rate, on the theory that this best meets the needs of the large group of indus- 
trial employees who have had substantial employment in the past year, without 
excessive increases in benefits for seasonal workers. 


WHAT DETERMINES THE PROPER DURATION OF BENEFITS 


The question of duration of benefits is not an easy one. The duration should 
be long enough to help the worker over temporary periods of unemployment 
representing temporary displacements from the labor market, but it should not 
be so long as to take care of the major economic dislocations when abnormal 
unemployment occurs. 

In times of substantial economic recession, the need is for something in addi- 
tion to unemployment insurance. 

This principle has been recognized ever since the report to President Roose- 
velt by his Committee on Economic Security, headed by Mr. Arthur J. Altmeyer, 
in 1935. That report declared (p. 4): 

“While we favor unemployment compensation in cash, we believe that it 
should be provided for limited periods on a contractual basis and without gov- 
ernmental subsidies.” 

The report further declared the unalterable opposition of the committee to 
any proposal “to introduce a relief element into what should be strictly an 
insurance system.” 

It alters the purpose and character of unemployment compensation laws to 
transmute them into a vehicle to make subsistence-type welfare payments with- 
out a “means” test. 

The duration of unemployment benefits should be long enough to enable a 
worker to thoroughly canvass the labor market and satisfy himself what kind 
of work is available for him. Six months is enough. If benefits are paid for 
a longer time, it will encourage him to postpone making the necessary ad- 
justments to return to available employment. The duration of benefits should 
not be so long as to prevent him from making the inevitable adjustments nec- 
essary to find another job. 

Here is the heart of the problem. It is distressing to hear of individuals who 
have exhausted their unemployment benefits and have not found another job. 
But this distressing problem cannot be solved by the simple expedient of extend- 
ing benefit duration. This would lead to unlimited duration—continue the bene- 
fits until the individual has got another job even if he never gets another job 
for the rest of his life. Closer analysis is needed. We need to see what groups 
or types or classes of individual are exhausting their benefits. 

We do not have complete information on this point but we do have evidence 
that points persuasively to certain conclusions. We do know that benefit ex- 
haustions occur most frequently among seasonal and temporary workers, and 
among married women whose attachment to the labor market is less than 
permanent, and among the very young workers, and the very old workers. 
Instances of benefit exhaustion are much lower among heads of households. Most 
married men with a family to support do not exhaust their benefits. They 
manage to get another job before the benefits run out, in the great majority 
of cases. A number of studies show this to be the case in Michigan. Other 
studies have shown it to be true also on a nationwide scale. 

A study conducted in Michigan by the University of Michigan in 1951 showed 
that in the case of claimants who were exhausting their benefits in the recession 
of 1949, only a trifle more than half of the exhaustees (53 percent) were in- 
dividuals who were clearly and securely attached to the labor force. The other 
half were made up of people who considered themselves out of the labor market 
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(16 percent), people who were substantially unemployable (25 percent), a group 
of young dependents who were living at home and relied on the support of their 
parents (4 percent). The conclusion was reached that to increase the duration 
of benefits would raise the proportion received by individuals no longer in the 
labor force. (Ronald 8S. Johnson, A Study of People Who Have Exhausted 
Unemployment Benefits in an Active Labor Market, Ann Arbor, University of 
Michigan, 1951, pp. 13, 14, 40). 

Prof. William Haber reported to the Michigan Employment Security Com- 
mission in 1951 that: “for approximately 80 to 85 percent of the exhaustees, 
the solution of our problem does not seem to lie in the extension of compensable 
duration but in a program designed to increase their employability * * * 
Liberalization of the benefit formula by extending compensable duration would 
not materially affect the size of relief loads.” (How Much Does It Cost?—A 
Report to the Michigan Employment Security Commission on Long-Range Un- 
employment Insurance Benefit Financing and Fund Solvency in Michigan, by 
William Haber, University of Michigan, September 1951, p. 363.) 

In 1957, in Michigan, more than 50 percent of the exhaustees fell in the single 
and secondary earner Classifications. More than two-thirds of the exhaustees had 
no dependent children. 

The picture is much the same in other States. 

A Rhode Island study published in 1950 showed that in case of claimants with 
potential duration of less than 11 weeks, 66.38 percent exhausted their bene- 
fits, while in the case of steady workers with a potential duration of 26 weeks 
only 10.6 percent of them exhausted their benefits. It is the temporary and 
seasonal workers who make up a large part of the exhaustees. 

This Rhode Island report declared : 

“* * * 216 percent found employment in less than 6 weeks (after exhaus- 
tion) * * * slightly over 20 percent of all claimants exhausted benefits were 
not seeking work at the time of the interview and presumably are retiring 
from the labor market * * * it would seem that the high average number of 
weeks of nonprotection is not as serious as it seems and rather than emphasiz- 
ing a need for extended duration it points up a need for more stringent eligibility 
requirements. It is important to emphasize that further liberalization of 
duration would extend further benefits to some claimants whose right to any 
benefits is questionable. * * * Only through unlimited duration could un- 
employment compensation systems protect workers indefinitely. Such a system 
would not only be impossible to finance but would also provide little or no in- 
centive to return to work. * * *” (A report on benefit Financing and Solvency 
of the Employment Security Fund in Rhode Island Department of Employment 
Security, 1950, page 141 (referring to a sample of 8 percent of the claimants 
who exhausted benefit rights during the period April through November 1949).) 


MICHIGAN'S DURATION IS LONG ENOUGH TO KEEP PEOPLE OFF RELIEF ROLLS 


Perhaps the best measure of whether the benefit duration period is too short, 
is to see how many people are forced to go on relief after exhausting their 
benefits. If an exhaustee is not required to seek relief, that is a good indica- 
tion that he was able to find another job or to find another source of support 
(as in the case of a married woman who is supported by her husband after ex- 
hausting her unemployment benefits). 

In Michigan, close attention has been paid to this problem ever since 1939. 
In its very first report to the Governor (July, 1940, p. 57), the Michigan Com- 
mission pointed out that: 

“The accepted objective of unemployment compensation is to provide large 
enough benefits for sufficiently long periods to carry workers who are a definite 
part of the labor market from one period of employment to another period of 
employment without completely undermining their standards of living or forc- 
ing them on to the public relief rolls.” 

The commission expressed the conclusion that the 1939 standards of dura- 
tion were not satisfactory because a sample study (p. 62) indicated that of the 
Detroit area residents who received benefits in 1939, 26.2 percent also received 
public relief money, including 7.5 percent who found it necessary to turn to 
public relief both before and after their unemployment compensation payments. 

This indicated, the legislature felt, that our 16 weeks of duration in 1939 
was too short. The legislature accordingly increased the duration. The in- 
crease to 26 weeks has been sufficient to keep people off relief rolls. In the reces- 
sion of 1954, there were 113,000 exhaustions in Michigan; but only 3,055 welfare 
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eases were opened because unemployment benefits had been exhausted. This 
means, in short, that less than 3 percent of the exhaustees were required to seek 
relief assistance. Under the legislative measure which the Michigan Senate 
enacted a few days ago, extending the duration of benefits, the percentage 
should be even lower. 

When the percentage of exhaustees who must obtain other aid is so low, it is 
proof positive that the legislature has exercised a sound judgment as to how 
long the duration of benefits should be. 


SUMMARY OF OBJECTIONS 


In summary, the objections of the Michigan Manufacturers’ Association to the 
pending proposals for extension of the duration of unemployment benefits 
through Federal financing or control, are these: 

1. We believe a Federal program that tells the States they must pay benefits 
for long periods—whether the State legislature wants to or not—and must then 
repay the money by a direct tax on the State’s employers, is destructive of the 
basic philosophy of a system of State unemployment compensation laws, each 
adjusted to the particular needs of its own people. 

2. Unemployment compensation is a State problem; not a Federal problem. 
From the beginning of the unemployment compensation program, it has been 
recognized that each State should set its own pattern. The pending bills would 
abandon this time-honored and time-tested principle. 

3. The pending proposals would change the unemployment compensation sys- 
tem from an insurance plan, where benefits are payable as of right based on 
past earnings, to a scheme for subsistence payments, something like welfare pay- 
ments, but without a means test. The payments would be handed out to a pre- 
selected group of unemployed men and women, including some who do not need 
additional aid. This is wrong in principle. 

4. Past studies show that an indiscriminate increase in duration, as is pro- 
posed, would benefit disproportionately those individuals who are no longer in 
the labor market—who are no longer looking for work. 

5. The best test of whether benefits are paid long enough is whether they keep 
most all claimants off the relief rolls. In Michigan we have met this test in the 
past ; we are meeting it now; and with the provisions for extension now pending 
in the Michigan Legislature, there is every reasonable assurance the Michigan 
law will continue to meet this test. 

6. We think the States in general, and Michigan in particular, have been doing 
a good job in meeting their respective problems, which vary from State to State. 
We believe that in Michigan we can handle the problem without Federal help. 
We respectfully ask you not to force it on us. 


IN CONCLUSION—-A CONSTRUCTIVE SUGGESTION 


We do have a problem in Michigan; and the problem can best be solved by 
getting people to buy more automobiles so that our citizens will be able to go 
back to work. I suggest that the repeal or reduction of the excise tax on auto- 
mobiles would get more of our Michigan men and women back to work, and 
provide a greater boost to the automobile industry and our whole nationwide 
economy, than any Federal system of unemployment compensation that the 
ingenuity of man could devise. 

FRANK E. Cooper. 

Marcu 31, 1958. 


Mr. Coorer. Thank you, Mr. Chairman. 

I should like to direct the attention of the committee to the reasons 
which lead the Michigan Manufacturers’ Association to oppose the 
ss bills, and I should like to direct your attention specifically, in 

ight of our particular situation in Michigan, to three problems that 


are presented by the pending bills. The problems as I see them, gen- 
tlemen, are these: 

First, should Congress or the State legislatures determine the pat- 
tern of unemployment compensation in the States ? 

Secondly, should unemployment insurance benefits be payable as of 
right, based on past earnings, or, on the other hand, should they be a 
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form of subsistence payments, handed out to an arbitrarily selected 
group something like welfare payments but without any proof of 


Third, what factors should be taken into consideration in determin- 
ing the proper duration of unemployment benefits in the interests of 
the greatest public good ? 

Each of these problems have a special concern to us in Michigan. 

The Michigan Legislature, during the last 22 years, has devoted an 
unusual amount of study to the unemployment compensation program 
in Michigan. It is only natural that this should be so because in 
Michigan, due to the cyclical nature of the automobile business, the 
question of unemployment compensation has been of continuing 
concern. 

As Professor Haber, of the University of Michigan, pointed out 
earlier this month, Michigan will always have a high incidence of 
unemployment. It was his prediction that total unemployment in 
Michigan is likely to remain at a level of about 175,000, which he de- 
scribed as being about half the current levels even when so-called full 
employment i is once more attained. 

So far as I recall, the subject of unemployment compensation has 
been considered at every session of the Michigan Legislature since 
1937 

Now, in my formal statement I have outlined some of the outstand- 
ing characteristics of the Michigan unemployment compensation law 
which have been adapted to meet the particular problems that are 
presented to the Michigan Legislature, and at this time I should like 
to direct your attention to just one. 

Right at the present time, the Michigan Legislature is considering 
and the Michigan Senate has already approved a plan to increase the 
duration of unemployment benefits in Michigan on an emergency 
basis to meet. the needs arising out of the present unemployment situ- 
ation in the automobile industry and allied industries in Michigan. 

The provisions of this Michigan bill call for an emergency exten- 
sion of benefits extending the duration by 33 percent, at 75 percent 
of the claimant’s most re« ently established weekly benefit rate for those 
claimants who meet the specified qualifications. 

This would mean, for example, in the case of a family man who was 
entitled under the present Michigan law to 26 weeks of benefits that 
at, our maximum amount of $55 he would become entitled to an addi- 
tional duration of 9 weeks in the amount of $41.25. 

This provision reflects the judgment of the Michigan Legislature 
as to what is needed in Michigan. 

The legislature has indicated its belief that that is enough in light 
of the general predictions of an economic upturn in the second half 
of the year and the well-known fact that when 1959 model production 
commences early next autumn in the automobile plants, employment 
in the automobile plants will increase. 

I mention this because it illustrates to me the importance of tailor- 
ing the unemployment compensation plan of each State to meet the 
needs of that State. 

Some of our largest manufacturing States, for example, New York, 
Massachusetts, and California, actually had less unemployment in 
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the week ending March 8 of this year than they had at the bottom of 
the 1949 recession. 

In those States, the respective State legislatures might well conclude 
that there is no need for increasing the duration of benefits at this 
time. 

Now, in Michigan, as you know, there has been a higher rate of 
insurance unemployment this year than there was in 1949, an increase 
from approximately 9 percent of insurance unemployment to approxi- 
mately 12 percent. 

The Michigan Legislature has indicated that, in its judgment, this 
does afford a basis for extending the duration under Michigan law, 
and the legislation now in passage reflects the judgment of the Michi- 
gan Legislature as to how much the extension should be. 

The manufacturers of Michigan would not like to see taken away 
from the State legislature its responsibility for providing a system 
of unemployment compensation benefits especially designed to meet 
Michigan’s own needs. 

We are concerned with the provisions of the pending bills because 
they do take away from the States the right to decide what the dura- 
tion of benefits should be. If Congress sees fit to legislate in this 
area precedents would be set for congressional action in other aspects 
of the unemployment compensation program, such as benefit amounts, 
eligibility conditions, disqualification provisions, providing a possi- 
bility that eventually the whole area of unemployment compensation 
would be removed from State control. 

We believe the pattern of unemployment insurance in each State 
should be decided by the legislature of that State. That was the 
recommendation of the Committee on Econmic Security, whose re- 
port to President Roosevelt in 1935 closely preceded our entire unem- 
ployment compensation program. That is the policy to which Con- 
gress has adhered on four prior occasions when it rejected bills that 
would have tended to federalize the unemployment compensation 
nsurance. 

We urge that that policy be continued. 

The second fundamental question involved is whether wnemploy- 
ment compensation should be payable as of right based on past earn- 
ings or whether unemployment benefits should be a form of subsist- 
ence payments handed out to a selected portion of men and women, 
something like welfare payments but without proof of need, Hither- 
to the principle has always been followed that unemployment com- 
pensation should be a form of insurance. 

The 1935 Committee on Econmic Security, in its report to Presi- 
dent Roosevelt, declared its opposition to any proposal to introduce 
a relief element into what should be strictly an insurance system. 

On the four occasions to which I referred, Congress has hitherto 
rejected proposals to abandon this insurance principle but the pending 
bills, as I understand them, based as they are on the principle of in- 
creasing the purchasing power of the prospective beneficiaries and 
meeting an assumed need, do represent a retreat from this principle. 

We urge that there should be no retreat; that the unemployment 
program should remain a system of insurance and should not be 
changed into a plan for subsistence payments. 

The third question, as we see it, involves the question: What factors 
should be considered in determining how long unemployment bene- 





FEDERAL UNEMPLOYMENT COMPENSATION BENEFITS 135 


fits should be paid ; what is the proper duration? It has been the theory 
of the Michigan Legislature that the duration should be long enough 
to help the worker over temporary periods of unemployment, but 
should not be so long as to take care of the major economic dislocations 
when abnormal unemployment occurs, 

If I may cite one example, and several are cited in our formal state- 
ment : Under our present Michigan State law, a housewife who worked 
in a fruit-canning factory for a period of 14 weeks in the summer is 
entitled to receive 914 weeks of benefit payments. Under the provi- 
sions of the chairman’s bill, were it enacted, she would be entitled 
to receive, on the basis of her 14 weeks of work, 25 weeks of unem- 
ployment benefits. That, in our opinion, is out of due proportion, and 
the legislation now pending in Michigan shows that the Michigan 
Legislature shares this view. 

Perhaps, in a way, the best measure of whether the benefit-duration 
period is too short is to see how many people are forced to go on relief 
after exhausting their benefits. If an exhaustee is not required to seek 
relief, that is a good indication that he was able to find another job 
or to find another source of support, as in the case of a married woman 
who is supported by her husband after exhausting her unemployment 
benefits. 

In Michigan, close attention has been paid to this problem ever since 
1939, and in its very first report to the Governor, back in 1940, the 
Michigan Unemployment Compensation Commission pointed with 
regret to the fact that at that time, when the maximum duration of 
benefits was only 16 weeks, a study in the Detroit area showed that a 
trifle more than 10 percent of the claimants who exhausted their bene- 
fits were required to seek public assistance. This was corrected when 
the Michigan Legislature increased the duration to 26 weeks. 

In 1954, which was a period of recession in Michigan, less than 3 
percent of those persons who exhausted their unemployment benefits 
were required to seek relief assistance. 

Under the legislative measure which the Michigan Senate approved 
a few days ago of providing an emergency extension of duration, the 
percentage should be even lower. When the percentageof exhaustees 
who must obtain other aid is so very low, that 1s persuasive indication, 
I think, that the legislature has exercised sound judgment as to how 
long the duration of benefits should be. ! 

I might sum up the objections of the Michigan Manufacturers’ Asso- 
ciation to the pending proposals as follows: 

First, we believe that a Federal program that tells the States they 
must pay benefits for longer periods, whether the State legislatures 
wish to do so or not, and must then repay the money by a direct tax 
on the State’s employers, 1s destructive of the basic philosophy of a 
system of State unemployment-compensation laws each adjusted te 
the particular needs of its own State and its own people. 

Secondly, the pending proposals would tend to change the unem- 
ployment-compensation system from an insurance plan where benefits 
are payable as of right based on past earnings to a scheme for sub- 
sistence payments but without a means test or without a proof of need. 
The payments would be handed out to a preselected group of un- 
employed men and women, including many who do not need additional 
aid. This, we think, is wrong in principle. 
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Third, there are a number of past studies in Michigan which are set 
forth in my statement. They show that an indiscriminate national 
increase in duration would tend to benefit, disproportionately, those 
individuals who, after exhausting their benefits, are no longer in the 
labor market. 

Fourth, the best test of whether benefits are paid long enough is 
whether they keep most all of the claimants off the relief rolls. In 
Michigan, we have met this test in the past, we are meeting it now, and, 
with the provisions for extension now pending in the Michigan Legis- 
lature, there is every reasonable assurance that the Michigan law will 
continue to meet this test. 

Finally, we think the States in general and Michigan in particular 
have been doing a good job in meeting their respective problems, which 
differ from State to State. 

We believe that in Michigan we can handle the problem without 
Federal help. 

So far as the manufacturers of Michigan are concerned, we do not 
desire it. 

Finally, may I make a suggestion which I hope may be constructive. 
We do, of course, have a problem in Michigan, and that problem can 
best be solved by getting people to buy more automobiles so that un- 
employed men and women in Michigan will be able to go back to work. 
I suggest that the repeal or reduction of the excise tax on automobiles 
would get more of our aoe back to the jobs in automobile factories 
and provide a greater boost to the economy than any Federal system 
of unemployment compensation that the ingenuity of man could 
devise. 

Thank you, Mr. Chairman. 

The CHarrman. Thank you, Mr. Cooper, for presenting to the com- 
mittee the views of the Michigan Manufacturers’ Association. 

Mr. Machrowicz will inquire. 

Mr. Macurowicz. Mr. Chairman, may I, first of all, state what I 
probably should have said before Mr. Cooper took the stand. Mr. 
Cooper is a very highly respected lawyer from a very reputable law 
firm in Detroit. 

I think I should say that I completely concur with the final state- 
ment that he made. I think you know that I have a bill here which 
includes exactly what you suggested, so far as repeal of excise tax on 
automobiles. I am glad that, in that one instance, we are together. 

You referred to the new unemployment-compensation bill now being 
discussed in the Michigan Legislature. I am not going to discuss the 
terms of that bill with you, because I think the next witness will be 
able to do that, but I would like to ask you a question. Is it not true 
that that is a very highly controversial bill in Michigan ? 

Mr. Cooper. I suppose every measure is controversial, Mr. Machro- 
wicz. I think that the amendments which were introduced by Senator 
Faulkner of Michigan on March 25, tend to eliminate a great part of 
the area of controversy. There were objections to the bill as origi- 
nally enacted by the senate. Those objections were, as you suggested, 
highly controversial. Many of them, such as provisions for charging 
of benefits and change in the tax rates, have now been taken out of the 
bill as it stands as of March 25, so that I think it is a lot less contro- 
versial than it was. 
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Mr. Macurowicz. Nevertheless, even with these amendments, this 
so-called highly liberal unemployment-compensation bill, as you label 
it, is very peculiarly supported by the Michigan Manufacturers’ As- 
sociation and opposed by labor. 

How do you account for that ? 

Mr. Cooper. I think it was Mr. Gompers who once, when asked what 
it was that he wanted, said, “More.” I have had the pleasure of testi- 
fying before the Michigan Legislature frequently almost every session 
since 1937 on the matter of unemployment insurance, and I think it 
has happened frequently, sir, on occasions over the years that bills to 
liberalize the Michigan unemployment-compensation law were backed 
by the Michigan Manufacturers’ Association and by the employers and 
the unemployment-compensation bureau, but those liberalizations 
were opposed by labor on the grounds that labor wanted more and the 
legislature, in its judgment, drew the line where it felt proper. 

Mr. Macurowicz, It is not true that the Governor has stated on nu- 
merous occasions that this bill, rather than to improve the situation, 
will allow less payments for less duration? I am not going to go into 
merit, but it is true, is it not, that that charge has been made? 

Mr. Compton. Of course, the Governor will speak for himself, but 
I think the charges were made prior to the March 25 amendments, 
which removed many of the elements to which serious objection had 
been taken. 

Mr. Macurowicz. On page 17 of your statement, you say that: 

Perhaps the best measure of whether the benefit-duration period is too short 
is to see how many people are forced to go on relief after exhausting their 
benefits. 

What is the experience in Detroit in that respect ? 

Mr. Coorrr. The last figures that I have, sir, are for 1954, when less 
than 3 percent of the people who exhausted benefits were required to 
seek relief assistance. 

Mr. Macnrowicz. You are certainly not going to use 1954 figures in 
regard to today’s situation, are you? 

Mr. Cooper. I think that the unemployment compensation in Mich- 
igan as of 1954 and the current levels are comparable. 

I was unable over the weekend to obtain definite figures but I think 
that the percentage is no lower than 3 percent at the present time and I 
would suggest that if the Michigan Legislature enacts the provisions 
of the pending bill for an extension of benefits under the Michigan 
law, the percentage would go much lower, sir. 

Mr. Macurowicz. May I suggest, Mr. Cooper, that the figures that 
I have, and I can assure you they are official, indicate that the relief 
rolls in Detroit have increased from 5,500 families in March 1957 to 
9,500 in March 1958, representing 35,500 persons; that applicants 
seeking relief have risen to 300 daily and that 4,000 are now awaiting 
final disposition and that approximately 70 percent of today’s appli- 
cants have never before received public assistance. Would you say 
that those figures from your experience were approximately correct ? 

Mr. Coorrr. I have no doubt that your figures are correct, Mr. 
Machrowicz. I think an apparent inconsistency is that I was address- 
ing myself to figures showing the percentage of people who have ex- 
hausted their unemployment benefits and then seek relief. The relief 
load is increasing and I think that you will find that that increase 
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comes from people who were not covered under the unemployment 
msurance program. 

There is great need for assistance on the part of many people who are 
not under the unemployment-compensation program. 

Our experience has shown that of those who are under it and receive 
their benefits and ultimately exhaust them not more than 3 percent 
find it necessary thereafter to seek public assistance. 

Mr. Macnrowicz. May Lask a question? Did you kiiow that Presi- 
dent Eisenhower not so long ago recommended that the States improve 
their unemployment-compensation laws? Has the Michigan Manuface. 
turers’ Association supported the President in that request ¢ 

Mr. Cooper. We have supported provisions for liberalization of the 
unemployment compensation law. Our special plug, if I may use 
the word, has been for our system of variable maximums under lan- 
guage what I cannot quite quote, but it sets the policy in the Michi- 
gan law of providing the highest maximum of benefits which will 
take care of necessities and still provide the proper incentive to seek 
new work, and we have studies which indicate that in a great number 
of instances, after taking into consideration tax savings and savings 
which result when an individual is not at work, that a large number 
of the people receiving unemployment compensation receive a net 
that is very close to 50 percent of what their net expendable income 
would be if they were working. 

Mr. Macurowicz. Briefly, then, you do support the President’s 
request that the States improve their unemployment compensation 
systems ? 

Mr. Coorrer. We have over the years, sir. 

Mr. Macurowicz. Does the Michigan Manufacturers’ Association 
support the President in his 1958 recommendation to Congress on un- 
employment compensation ¢ 

Mr. Cooper. I do not have that in front of me at the moment. That 
is reflected in the pending bills, Mr. Machrowicz. 

Mr. Macurowicz. Yes, the pending bill. 

Mr. Coorrer. We are opposed to the pending bills for the reasons 
stated. 

Mr. Macurowicz. Generally, you support the President but spe- 
cifically not; is that correct ? 

Mr. Coorrer. With respect to the pending bills for the reasons that 
I endeavored to outline, we do not support him. 

Mr. Macurowicz. That is all. 

The Cuarrman. Are there further questions ? 

Mr. Byrnes will inquire, Mr. Cooper. 

Mr. Byrnes. I would assume that the Michigan Manufacturers’ 
Association, its members at least, bear a fairly high proportion of 
the cost of the State services and State functions? 

Mr. Cooper. I think that is correct, sir. 

Mr. Byrnes. Yet you are confident, representing that group, that 
Michigan taxpayers have the ability to meet Michigan’s needs as far 
as these problems are concerned. 

Mr. Coorrr. That is our position, yes, sir. 

Mr. Byrnes. This unemployment problem that is resulting is rather 
spotty, is it not; that is, I mean it is more aggravated in some areas 
than it is in others. 

Mr. Cooper. That is true. 
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Mr. Byrnes. Yet I believe Michigan is one of the most seriously 
affected, is that not correct ? 

Mr. Cooper. The figures I have seen indicated that Michigan is 
one of the States most seriously affected. 

Mr. Byrnes. Yet even in the Michigan case you are convinced that 
Michigan itself has the capacity to meet its need ? 

Mr. Coorrer. We believe that the legislation now in process of 
passage would meet the need; yes, sir. 

The CHairman. Are there further questions? If not, we thank 
you for coming to the committee. 

Mr. Coorrr. Thank you, sir. 

The CuarrMan. Our next witness is the Governor of the State of 
Michigan, the Honorable G. Mennen Williams. 

Mr. Macurowicz. I think it is a distinct pleasure and privilege for 
me to present to this committee the Governor of the State of Michi- 
gan. I think the best way I can explain to my colleagues the high 
respect and regard that the people of the State of Michigan have for 
him is that he has been reelected for a fourth and fifth term, and we 
in Michigan consider him “Mr. Michigan.” 

It is a great privilege to present him to the committee at this time. 

The CuarrMan. Weare pleased to have you with us today. 

Before you begin, let me call the attention of the members of the 
committee to the fact that we have another distinguished representa- 
tive of the State of Michigan here with us, Mr. Louis C, Rabaut. 

You are recognized. 


STATEMENT OF HON. G. MENNEN WILLIAMS, GOVERNOR OF THE 
STATE OF MICHIGAN, ACCOMPANIED BY NORMAN BARCUS, DI- 
RECTOR, RESEARCH AND STATISTICS DIVISION, MICHIGAN 
EMPLOYMENT SECURITY COMMISSION 


Governor Wiiu1ams. Thank you very much, Chairman Mills, and 
thank you, Congressman Machrowicz. I am happy to have my own 
Congressman, Louis C. Rabaut, here. 

My name is G. Mennen Williams. I am Governor of Michigan, 
and have been for 9 years. Perhaps also in point today is that I was 
in the General Counsel’s Office of the Social Security Board in 1936 
and 1937, where I worked on State unemployment compensation laws. 

Seated on my left is Norman Barcus, director of research and statis- 
tics of our Michigan Employment Security Commission. I brought 
him along in case any of the questions came on details. 

May I first thank this distinguished committee for the opportunity 
to appear before you. I wish wholeheartedly to commend you on 
holding a hearing on the important subject of emergency benefits and 
other relief for those who have exhausted their eden plonnele com- 
pensation benefits. 

Three factors clearly point up the need for such relief. First, the 
tremendous numbers of unemployed throughout the Nation. Sec- 
ond, the long period of heavy unemployment. Third, the somber 
predictions of most economists that there is no upturn in sight before 
the third or fourth quarters. 

First, as to the numbers unemployed on March 8, the United States 
Department of Labor showed 37 out of the 48 States in their highest 


24042—58——_10 
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general category of unemployment, meaning that over 6 percent of the 
labor force covered under unemployment insurance were claiming 
benefits. 

I would just like to reiterate that there are 37 out of 48 States 
which I think changes the category from a spotty one to a fairly 
general one. 

In 14 of the States the percentage was over 10 percent. The na- 
tional average was 7.9 percent. (It is noted that Secretary Mitchell 
testified to you that there was a slight improvement in employment 
of 10,500 jobs in the entire country. This is hopeful but an insuffi- 
cient basis upon which to change our conclusions, as his major testi- 
mony indicated.) 

Shocking as these percentages are they don’t tell the whole story 
because they relate only to those under employment compensation 
laws. The last official estimate of total unemployment in the United 
States is 5,200,000. 

Second, as regards the duration of severe unemployment as long 
ago as last July there were as many as 3 million unemployed, or 
approximately 4.3 percent of the work force. At the turn of the year, 
half of the States, 29, had over 6 percent of those covered by unem- 
ployment out of work, for a national average of 7.1 percent. Since 
then the situation has steadily deteriorated, with unemployment 
among covered workers going up in 43 States to a nationwide aver- 
age of 7.9 percent. 

In other words, for a period of about 9 months there has been unem- 
ployment of considerable severity. This figure is of especial sig- 
nificance because the mean maximum duration of benefits is between 
20 to 26 weeks with mean minimums running between 10 and 16. 
In other words with unemployment running for a period of 39 weeks 
for huge numbers of workers, benefits tend to run between 10 and 
26 weeks. 

Third, while there already has been extensive unemployment for a 
long period of months, the economists are not predicting such im- 
proved business conditions that there is any sure prospect for relief 
of any large numbers of unemployed for a considerable period of 
time, anywhere from 1 to 3 quarters of this year. Indeed, according 
to these predictions, there is time enough to exhaust even a good many 
benefit periods starting now in addition to periods that started running 
months ago. 

Under such conditions it would be natural to expect that many, 
many workers have either already exhausted their benefits or will 
before the economy levels. As these figures do not seem to be readily 
available on a national basis, I shall confine myself to Michigan 
figures. 

Incidentally, Michigan has long been considered an economic ba- 
rometer. We usually dip earlier and rise earlier. We depend largely 
upon the national automobile market, and in turn much of the Na- 
tion depends upon us, because 1 in every 7 workers, and 1 in every 6 
businesses, is related to the auto industry. You will, I hope, pardon 
it, therefore, if I predict that the elimination of the 10-percent auto 
excise would be a tremendous boost for Michigan and I believe make 
the Michigan barometer show fair weather more quickly for the rest 
of the country. 
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Turning then to our problem of exhaustions, I refer you to the 
chart, entitled “Appendix 3.” I am not going to read these appen- 
dixes, sir, but I trust that you will permit them to be included in the 
record. 

The CuHarrMan. Without objection, they will be included in the 
record. 

(The appendixes referred to follow :) 


APPENDIX 1 








State and a unemployment 
UCFE (continued claims) week 
initial ending Mar. 1, 1958 
State claims ee 
week end- 
ing Mar. Number Rate-per- 
8, 1958 centage ! 
IR ecicniss > vc dcadndes wnosscncashscedgedonns ckhiaamsnubes 5, 223 47, 494 8.3 
a a a lala ohntvnndsomeiuaatenibiaamendua 2, 036 12, 438 6.2 
ED, <navienssoscnascsp oa pedth >i dn adowcsebtesese- 2, 349 27, 055 10. 2 
IN aoa adcin ac Sebpgeards pam ab thereisl bbe epieued sags bhwe od 38, 562 314, 282 8.4 
ten acidguapihentaiywecehs sodsccege ndamnimaehichinas 2, 112 15, 745 4.8 
Connecticut - -....------------- eas snexipneendsonpheneenaging 6, 790 60, 431 7.7 
Delaware - ScSdbengensqncapemagsaence ecseseseus 721 6, 708 5.0 
District of Columbia_....-..---.----- Skee ces eee 1, 255 10, 117 21 
Rc itacncsnientesrs ou tedtnieptaes octtetadbagnitn peaslbaees does tr 5, 902 29, 894 3.8 
A wadkp ates enioonhkyepenonsnpeaeeed pgiaednedcousonserens 6, 160 48, 410 6.3 
I 8 xc Kk tere ee peti Picked Seaddueccaie anh daaie a eee 698 11, 179 10.1 
SE ndaed= cocvoaccosmesede cGeeequceséctc<sneapoameeneeebantn 19, 421 176, 363 6.3 
Indiana. ---- - Kunpendhetnbevatipestetoueunebaiansdesni 11, 960 92, 437 8.1 
Iowa... peqeceussguncesuqmagbestatéeggnanesebeneewncebed 2,119 23, 355 5.4 
Kansas - ---- bai cdadvdutdecsdgedsétyadsshuudeduacsctaseue 2, 642 20, 696 5.5 
ee bee cowendunedns epwusyendesewall 4, 538 59, 625 12.4 
Louisiana...-.- a chai hcaeeaia vichagwnpihtde cbtinnedin aimetoniiigah 3, 869 29, 187 5.0 
Maine peawene cesqusbagneeeddcdubudedpbaehmes 2 152 21, 863 10.5 
Maryland_- -- soheeudiewe : sadodcnccastcesdscdcoassente 6, 341 51, 187 6.9 
DEIOORMBOURD. «3 - ns sos cones och wn nus cance cwnctsbsens snes 16, 526 117, 175 7.4 
TE 2s ts sine Ridisin ie deh tethan we wenn ete aimeshewiate 40, 492 258, 374 13. 2 
Minnesota... Bescdcssacataboutd Sean sui dhe aiedelineviioe pital 7, 091 58, 188 8.8 
SE . cctindacdandnscotddedshdhdie tabbalebes wiapiwandwirk 2, 824 25, 759 9.9 
acc ec8 oo co gtibews shuns adds ensussvtudeber cheuseassetes 8, 628 62, 286 6.3 
NS iniepnsponatnens soccbeienien il vo tmasininnéunion 1, 391 18, 514 14.9 
Nebraska- ---- : ade aeeeen an cedame 1, 087 13, 117 5.8 
Nevada... Sbidhbchsdipcén see uhtladandoundebvanamanee 844 7, 139 10.1 
New Hampshire--..--..-.--- sin inet bape hues alates aia eae iacaalnaed 1, 651 10, 818 7.4 
New Jersey - aaa . dik aedanedane , aada 20, 839 150, 702 9.6 
I oo ba ka lbe db dtibc esd cahiich ds Caukues sububadbinbbs 1, 209 7, 330 4.7 
New York Loli nis bbc eee dene dbbkeitin apiianian 64, 498 375, 527 7.3 
North Carolina__...__--- > Stem eenppienieaireiainndnn cael 11, 406 69, 126 8.0 
North Dakota. .-.-.....----- SGacebsoteabobbubbuabhoktwantl 370 8, 322 12.2 
Ohio iadabues pas eetbuhntn bonsntedaal 23, 785 207, 439 7.8 
Oklahoma. - .. ? Sui lt eee Rs 3, 492 25, 295 6.2 
Oregon... .. deonena ive eapeentsteer tienttatahandllininineiat irintimendial 5, 189 43, 311 11.5 
Pennsylvania.- Wstedsnneds eS »wedaahsheeuéahsueue 45, 260 341, 767 10. 4 
IN. |. nck cn si Cues bakek dotme uke cechibes Saeed 4, 548 27, 789 10.9 
South aa aici lala ai uresiiiena ll acti Rei tial ad 3, 543 23, 739 5.7 
TL .. «cconstnecunhisebeneetenadiaewotaanioonedslneel 379 4, 701 6.3 
SEG ot od ota ae dcddocntubbubsubdntwuanuddiadabubvethwebood 6, 854 69, 396 10.4 
iat sk Pann wedi dbiidassibbenoddseihd sds ode beunbielees 10, 942 68, 966 3.8 
Utah. eeenen ob hibnineiinnageed a dbeteaiindnGemeiinll 1,176 11, 941 6.3 
ee eee a Kuba obeeusedinen oben 700 6, 802 9.1 
SS Js calccuckewnede posileiel ctw se 3, 494 35, 375 4.9 
I oc wien tebie eis 4) wed. Ggwdigtidn cht airthile detail tel 7,418 68, 122 10.6 
West Virginia...........- ‘tiie <nipngncestdrelianhittes'y Odidaienaaeabaenae 5, 187 47, 932 12.6 
Wisconsin e Sue cantare heae enema eanieann 14, 190 54, 357 6.3 
a bln Ot le ban wdein lb eeetdelenabidanapalendtlnat 517 4, 670 7.2 








1 Continued claims for week ending Mar. 1, 1958 related to the average covered employment for 12 months 
ending March 1957. 


(The variation between the timing of initial and continued claims is due to biweekly reporting schedules.) 
Source: Bureau of Employment Security, Unemployment Insurance Claims, Volume XIII No. 36. 
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MICHIGAN EMPLOYMENT SECURITY COMMISSION—R. AND S, DIvIsIoN 


Preliminary report of claims filed* (regular data card will follow)—Week ending 
Mar. 20, 1958 


Claims filed Claimants 


| Total | Initial | Weeks | Total | Initial Con- 
| claimed | tinued 





Do ; 

ee Ren 321,677 | 32,725 | 288, 952 H Sao o1a. (280, = 
| 

} 


332, 014 99, 
{ (10, 554) (9, 296) 
10, 503 | 9, 463 


IB unit (Michigan liable)..............---| 10,503 | 1,040] 9, 463 


Total for week_......--- ‘ noel, Sale Ate 31, 685 279, 489 321. 511 | “og9' R96 
Change from week ago. 5 | +15, 560 —2,046 | +17,596 | +16, 579 +18, 625 


Detroit L/M area: ? | 
a | ln ae »~ any | eR arg |f (184, 694)| (165, 700) 
Total for week | 186,230 | 17,851 | 168,379 { 129, 943 172) 092 


Change from week ago-.--- ---| +4,936 | —1,143 +6,079 | +5, 249 +6, 392 


| 

Out-State areas: 
Pots reek ‘ 26 | f (120, 238) | (105, 501) 
SE WOE I in nnsc- 3 hb 6 4e~~---. 124,944 | 13,834 111, 110 | 131, 568 | 117, 734 


Change from week ago..............--| +10, 614 | —903 | +11, 517 | +11, 330 | +12, 233 


State (minus IB): {08 932) | (271, 201) 








1 Includes UI, UCV alone and UCFE-No UT local and agent State claims. 

2 Includes Wayne, Oakland, and Macomb Counties. 

Note.—The claimant figures in parentheses represent adjusted claimed unemployment for the preceding 
week, i. e., week ending Mar. 13. The claimant figures for the current week (week ending Mar. 20), except 
initial, are estimated as well as are the claimant changes. 


Submitted by: Ratpa H. WenRuNG, 


APPENDIX 3 


MICHIGAN EMPLOYMENT SECURITY COMMISSION, 
Detroit, Mich., March 25, 1958, 
To: Mr. Max M. Horton, Director. 
From: Norman Barcus, Director, Research and Statistics Division. 
Subject: Trend in exhaustions, 1957 calendar year and to date in 1958, with 
projections for next 60 days. 

Exhaustion of benefits under the State unemployment insurance program 
totaled 73,273 in calendar 1957. In January 1958 there were 9,007, in February 
there were 11,659, and the number is steadily increasing to the extent that we 
now anticipate there will probably be as many exhaustions in the first 5 months 
of 1958 as there were in all of 1957. 

During normal times, the pattern of exhaustions is one which can generally 
be anticipated by reference to past history of the program. We generally find 
under such conditions that a preponderance of the exhaustees are claimants with 
relatively short duration and relatively low benefit rates. If we analyze the 
personal characteristics of these exhaustess, we find that they are predominantly 
women, younger workers, and claimants without dependents. Exhaustees are 
normally found more in family classes A and B than the relative number of the 
total of all beneficiaries would indicate, while those in family classes E and F 
are relatively fewer among the exhaustees than they are among all beneficiaries. 

With the onset of the type of economic conditions which have characterized 
much of our recent history, there is a gradual change in the constitution of the 
exhausting claimant group. We find that the numbers in family classes E and F 
tend to approach their true relative proportion by comparison with all bene- 
ficiaries of the program ; we find a steady increase in the percentage of claimants 
who draw the full 26 weeks, as against the usual condition where they tend to 
concentrate on the shorter durations, and we begin to find more older workers 
and more men among the exhaustees than is normally the case. Attached are 
two tables which present data on actual exhaustions in calendar 1957 and in 
January and February 1958. During all of 1957, claimants drawing 26 weeks 
of benefits accounted for slightly more than 32 percent of all exhaustees. In 
January 1958 the percentage drawing 26 weeks rose to 33.6, and in February to 
36.7. The number drawing from 21 to 25 weeks represented slightly over 12 
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percent of the total in calendar 1957, nearly 16 percent in January 1958, and 
nearly 18 percent in February. During calendar 1957, only 11.7 percent of 
claimants exhausting their benefits were in family class F while slightly more 
than 50 percent were in family class A. In January 13.9 percent were in family 
class F and 45.1 percent were in family class A; and in February claimants ex- 
hausting in family class F were 13.6 percent of the total and in family class A 46.4 
percent. 

There are, of course, obvious reasons for this shift in the makeup of the ex- 
hausting claimant group. As unemployment conditions grow progressively worse, 
layoffs hit older seniority groups, and the workers with long seniority are norm- 
ally characterized by long potential duration of benefits and by more dependents 
than the workers who are more subject to layoff and who become unemployed in 
the first stages of a recession. When layoffs are short in duration the high 
seniority workers are called back first, but when layoffs are prolonged or when 
there are permanent reductions in staff, their chances of remaining unemployed 
long enough to exhaust their benefits are about the same as they are for low 
seniority employees. Claimants exhausting currently are likely to have begun 
their benefit year during the last half of 1957. Of approximately 200,000 benefit 
years established from July through December 1957, about 35,000, or 17 percent, 
were in family class F. Allowing for the generally longer potential duration of 
such claimants than for those in the lower family classes, about 14 percent ur 15 
percent would be the maximum that we would normally expect to find among tie 
exhaustees. AS we now appear to be approaching this percentage, it seems 
evident that the same factors resulting in exhaustion of benefits by workers in 
other family classes are applicable in the same degree to those in family class F. 
In other words, economic conditions, rather than incentives, appear to be the 
basic determinant in this area. 

A survey was made on March 8 in selected branch offices, which included all 
of the largest offices in the State, of a sample of both active and inactive benefit 
ledgers, which were used to arrive at an estimate of the probable number of 
exhaustions to be anticipated during the next 60 days. On the basis of this survey, 
and assuming that the samples were an accurate cross-section of all of the 
241,000 claimants (adjusted to allow for biweekly reporting) who filed continued 
claims during that week, it is estimated that the number of exhaustees in March 
will exceed 15,300, will probably approach 23,000 in April, and about 16,400 in 
May, for a 5-month total in excess of 75,000. Approximately 39,000 exhaustions 
are expected in the Detroit metropolitan area during the first 5 months of 1958. 

The 241,000 claimants whose ledger cards were active during the week of 
March 8 had an average of about 15.5 weeks of benefits remaining in their bene- 
fit years. Reflecting the recent heavy layoffs in the Detroit area, the 142,000 
active claimants in Detroit had an average of about 16.3 benefits weeks remaining. 
Those who might be expected to exhaust by May 25 had an average of slightly less 
than 6 weeks of benefits remaining and about 25 weeks, or nearly 6 months, of 
possible uninsured unemployment during the remainder of their benefit years. 


State unemployment insurance benefit exhaustions Dec. 26, 1957* to Mar. 7, 1958, 
and projections, Mar. 10 to May 25, 1958 


Number of exhaustions 


Period | 
| State total | Detroitlabor| All others 
market area | 


January 1958 9, 007 4, 681 | 4,326 

February , 659 6, 106 | 5, 553 

February 26 to March 7 . , 280 2, 655 | 2, 625 
Estimated: | 

March 9 to March 25____- j , 048 | 5, 645 | 4, 403 

April... Y 22, 693 1, 673 | 11, 020 

May ; 3, 390 | 8, 217 | 8, 173 


Total estimate, January through May 1958 jebu , 077 38, 977 | 36, 100 
| 


! Reporting month runs from 26th of preceding month through 25th of current month, 
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Distribution of active claims and of claims probably exhausting by May 25, 1958, 
with average number of benefit weeks remaining im benefit year and average 
number of uninsured weeks of exhaustees to end of benefsit year 


All active claims Expected exhaustions through 
May 25 


State summary, benefit year ending— Average Average Average 
Total in | number of weeks of | uninsured 
survey benefit Number | benefits re- weeks to 

week weeks re- maining |endofbene- 
maining fit year 


241, 104 15. 48 


~ 
41a 


5, 153 3.12 
4, 206 5. 89 
8, 991 8. 99 
6, 768 12. 24 
6, 371 12. 12 
19, 247 13. 98 
33, 737 15. 41 
9, 824 10. 77 
23, 361 11. 88 
39, 409 15. 72 
61, 602 | 18. 84 
22, 435 | 22. 16 





CNMPSBMES Ow | 
RASISASRA 5 | 
SKRSSBSaaeer, 
ZEnTSRBISNSS 








142, 177 


2, 447 
1, 903 
3, 860 
2, 609 
3, 261 
‘ 13, 754 | 
September... .. ont 26, 426 | 
October icine bors 5, 544 
I is So aes cath ieee wetennsuitdere 11, 525 
December 22, 239 
January 1959__..........-- nuke Bepite <1 35, 506 
: 13, 103 | 























Number of exhaustions, calendar year 1957 and January and February 1958— 
A. By weeks paid; B. by family class 


Calendar year 1957 January 1958 February 1958 


| 

Number | Percent | Number} Percent | Number | Percent 

ofex- | of total of ex- of total of ex- of total 
haustions haustions haustions 





A. By weeks paid: 
edie Rinctibiiecetdewdiiaas -| 73,273 | 100. 0 9, 007 100.0 11, 659 100.0 

6,364 | 8.7 902 10.1 

11 to 15 inclusive . 19, 828 27.1 1, 859 , 21.4 

16 to 20 inclusive_........... paemetes . 14, 478 | 19.8 1, 784 ‘ 5 14,2 
21 to 25 inclusive : 8, 895 12.1 1, 438 | 

26 weeks 23, 708 32. 4 3, 024 

B. By family class: 

73, 273 100. 0 100. 0 11, 659 


37, 098 . 6 j 5. 5, 409 
12, 049 | 3. , 38 5. 1, 687 
2, 741 3. 5. £ 476 
7,040 6 | % 1, 225 
5, 799 : { ; 1, 276 
8, 546 3. 1, 586 
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ApPENDIx 4a.—Direct relief: State total cases receiving relief (exclusive of 
medical and burial), Michigan, January 19538-February 1958 


BENEFITS 








Month 1953 1954 1955 1956 1957 1958 
ee chalice ace 14,267 | 15,432] 21,764 | 17,274| 21,870 31,173 
dh ithe. avuccnibhdnnasssadltieseaes 13,958 | 16,759 | 21,942] 18,240| 22,281 36, 585 
ori SRR ne ana te os varies 13,799 | 18,909] 21,537] 19,532) 22,699 |.......... 
3. oc dod coccuupukibomiaciay 12,842 | 18,701] 19,460| 18,894| 22,870 |-.-..-_-.- 

TL es LEE cable hewtiesnd 12,087 | 18,119] 17,014| 18,646| 21,810 |----...-.. 
OS HOE or en ee a | 11,374} 18,250| 16,382] 18,373| 20,793 |........-- 
TT a cae 11,302 | 18,149| 15,600] 18,692] 20,428)... .... 
eas choke BOSH 11,071 | 18,465} 15,822| 19,449 acai 
Nn a SGD maces 11,275 | 19,474] 15,540| 19,170| 20,967 |_---.----- 
ee ie og eo btine nde tind 11,746 | 20, 15,201 | 18,855 | 22,229 |_--...--.- 
od Les ccd abbcceaeek 12,226 | 20,621} 15,474| 18,877] 23,336 |.....---.. 
December. .....-.. eee ae ke lle 13,840 | 21,465 | 16,036] 19,884] 26,217 |... 





AppENDIx 4b.—Direct relief: Cases added because applicant required aid as a 
result of exhaustion of unemployment compensation benejsits, Michigan, Janu- 
ary 1958-February 1958 























Month 1953 1954 1955 | 1956 1957 | 1958 
—— | | 
ss, SO in BE ween cilliitadmeine 41 170 281 | 344 379 1, 065 
SRE a a 7 154 264 | 152 307 1, 062 
A is os ciwgnnas cud ida canheitbbaccns 27 253 | 182 210 SE Veni eilshenasid 
io i a) a 22 223 | 83 | 181 Scena tenia 
NE i es ncun aetna eeedweskioe 7 | 226 41 152 OP ie Se 
a i ie Ea 7 268 | 73 155 OE Deccan tiond 
a uM AIRE EY NERESIRI pS ESRER A 9 233 50 184 | 237 Caan 
Bas 5 nib inka seated swcbebbninne | 19 284 | 80 285 | | 
IN ie lin n aecsihiecthe tccimanigpliinns sbdnantiie | 45 | 271 | 69 | 215 TE Vensheateiog 
hl ie ee 53 | 292 48 | 185 WOE Los endadec 
DEED. dctid. candetidhddavesacteovated 47 | 220 59 | 225 357 |... hon 
December ‘2 116 | 461 | 250 | 190 MPD cosencis 





Appenpix 4c.—Direct relief: Proportion of family cases and average size of 
family in State total caseload, Michigan, January 1953—February 1958 


FAMILY CASES AS PERCENT OF ALL CASES 












































| | | 
Month 1953 | 1954 | 1955 | 1956 1957 1958 
_ ess — | |— i = 

NS a win thats niche 45.8 53.0 | 58.8 50. 1 58.5 67.4 
February. sdb tiintt Sebes iye it aus delei 46.1 55.6 59.0 53.0 58.7 70.3 
March adie dak eee witewducateagenateees 45.3 | 58. 4 | 57.2 | 54. 6 od OE 
April. -.-- . batigiiiadedcgbbmpede chewed } 43.2 | 57.6 53.6 53.1 CO... -ceiiin 

ei hn ih acd kee bttetaes Chu beanhes | 41.2 | 55.8 48.5 52.7 Si. Pi iacnn 
SEERA. naan dative canny 6 <Rdankudr bins 39.7 | 55. 6 47.5 51.5 | Sg Vee ae 
iMRI ARS SS Ae RE BRE SM oe 40.0 | 56. 2 47.0 | 52. 4 | SEP Fei Note 
sh Svs eas cosen tks volciueadbcdabaad 39. 6 55.7 47.6 55.3 GS Fie ignce 
I cy icdcwcituktcneadesesey 41.2 57.2 46.8 56.1 oD 
TEI Ne Re pe ‘ 42.9 58.0 46. 1 55.4 GA iccsn coved 
November. _......-- ‘ 43.8 58.3 46.4 53.7 GAO Wenn 
December... ..- < i aaah 49.6 58. 2 47.4 55.1 GA Biiieis cue 

i 
AVERAGE PERSONS PER FAMILY 
| | 

CS oh Ue os ns Pee 4.3 4.5 4.6 4.4 4.6 4.7 
* February - see 4.3 4.5 4.5 4.4 4.6 4.7 
March . 3 oe 4.3 4.6 4.5 | 4.5 A a 
- a ee 4.2 4.6 4.5 4.5 | Gil. 
May ee a ee 4.2 4.6 4.3 | 4.5 | OO he Saxe Te 
June é Se 4.3 4.6 4.3 4.5 | OCR ows 
ae in a ty ee Was beeeat eb abaces 4.2 | 4.5 | 4.3 4.5 § OiFickis i eens 
i sidiithe din << csciath epi a hind etch ied 4.3 | 4.6 4.4 | 4.4 | & 7 inp abicmmws 
ILS. oe So ek Se OS re 4.3 | 4.6 | 4.3 | 4.5 | A Oeics. 
| RE: A ROTO a a 4.2 | 4.6 | 4.3 | 4.4 4 Oh 
November ml 4.4 4.5 | 4.4 | 4.5 C0hdi i cincine 
I id pica aks dbeetnn-e i ocic cigs 4.5 4.6 4.4 4.6 AW Peoascksnes 
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APPENDIX 4d.—Direct relief: Cases receiving relief in supplementation to unem- 
ployment compensation benefits, Michigan, January 1953—-February 1958 


1957 


1958 


-E 
a=: 
fe 


Month 1954 1955 1956 


471 
275 190 112 
375 184 | 140 
316 97 | 183 
250 48 150 
211 52 159 
hued 206 36 175 | 
August poe See 3 pip sikinl ‘ 5 190 54 138 
I aed. a sa ee shendl ‘ 222 69 | 168 | 
October.....-...-.----.- ‘ 230 | 42 157 | 
November __-- eds Betta athe cht 221 46 121 | 
RING 5 ent cekcn nc cnsth 196 61 | 151 


January - __- aid Diuinéad ae 193 147 | 74 | 
| 
| 
| 
| 
| 
| 
| 











APpPENDIx 4e.—Direct relief: Net change in caseload due to cases added bu lose 
of employment or decreased earnings and cases closed by employment obtained 
or increased earnings, Michigan, January 1953—February 1958 


Month 1953 | 1984 | 1955 1956 | 1957 


January... ..-- | 634 , 703 1, 238 1, 368 
February - _- . 450 | , 476 | 1, 006 1, 330 
March . Lorin 208 , 746 339 1, 056 
April Bh ; 29 573 | —651 214 
May.. a bte —116 | 266 —892 375 
| SSS eee neeihee 23 | f —59 360 
July ahs 348 | , O85 202 | 781 
August___.._-- . bieke 299 , 034 | 38X , 026 
Septem ber_- : | 394 | , 157 | 248 | 574 
October. ___- 466 | 96 305 408 
November. __- 4 , 795 , 015 707 1, 036 
December : eae =m 1, 373 , 556 , 026 1, 364 


APPENDIx 4f.—Direct relief net expenditures (including medical, burial, and 
supplementation of other assistance), State total and selected counties, Michi- 
gan, January and February, 1953-58 





State total: 
January - - .-_..-.-|$898, 003. ; $908, 798. 71 |$1, 663, 498.42 ($1, 327,733.18 |$1, 897, 012. 4: 52, 758, 470. 85 
February. ...| 898, 704. 1, 155, 037.77 | 1, 716,902.07 | 1, 532,919.01 | 1, 982,825.36 | 3,015, 598, 11 
Genesee County: 
January. ......- 22, 594. é 18, 928, 37 | 23, 143. 88 | 23, 229. 76 44, 948. 82, 437. 39 
February - ..-| 17,980. ¢ 20, 209. : 27, 118. 86 | 23, 687.72 | 47, 492. 16 171, 867. 17 
Ingham County: | 
January - -- .-| 16,710. 32, 705. 37 | 34, 565. 03 | 29, 956. 98 | 53, 615. 92 71, 748. 48 
. 3 16, 579. 26 28, 891. 46 | 37, 539. 93 41, 530. 62, 331. 72 64, 882. 69 
Kent County: 
January....-....| 14,177.26 | 12,234. 14, 680. 53 | 12, 409. ! 30, 771.7 59, 834. 13 
February - - ---| 11,491.% 13, 494. 19, 305. 64 20, 618. | 39, 978. | 64, 207. 69 
Macomb County: | | 
January.......| 11, 499. 13, 342. 42, 627. 94 | 30, 067. 96 60, 804. | 86, 652. 12 
February - - --| 7,726.68 | 20,321.§ 24, 027. 04 26, 395. | 48, 754. 123, 961. 60 
Muskegon County: | | 
January ----. | 14, 786.00 33, 243. ! 67, 551. 46 | 37, 706. 57 | 68, 336. 57 109, 801. 24 
February ------- 16, 134. 19 41, 031. 61, 681. 44 40, 982.10 | 76, 749. 5 118, 305. 
Oakland County: . 
January | 36, 437. 42, 335. 59 | 83, 858. 67 | 73, 224.96 | 103, 052.19 | 179, 803. 19 
February_.......| 31, 849.5 45, 369. | 92, 377. 62 | 89,984.70 | 145, 255. 221, 976. 77 
Wayne County: | 
January | 98, 375. 71 123, 931. | 208,876.19 |  150,097.7 265, 454. 1 345, 445. 63 
tr February | 82, 031. 6: 147, 685. 237, 416. 75 173, 084. | 236, 137. 5 292, 254. 00 
Jetroit: | | | 
January - - | 433, 576. 88 338, 874. | 718, 480. 00 588, 615. | 795, 232. 86 1, 241, 521. 65 
February | 456, 835. | 496, 595. | 688, 832. 07 686, 849. 67 799, 391.23 | 1,214, 471.04 
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APPENDIX 4g.—Comparative data on applications, caseloads, and costs, direct 
relief, February 1958 


Percent change 


from— 
Item February 


1958 
January | February 


DIRECT RELIEF 


Applications received 12, 784 6, 795 
Applications approved.__..........-- 8, 074 4, 127 
Due to loss of employment or de- 
creased earnings 36 5, 408 2, 367 
Total cases under care.--.-..-...........- 31, 866 23, 581 
Cases receiving financial assistance - - .__-| 31,173 22, 281 
Persons receiving financial assistance - - - - | 108, 603 69, 757 
Average number of persons per family ---| 4.7 4.6 
Persons per 1,000 population (1954 | 
census) - Se ciaaudiaknareliets 15.5 10.0 
nn COME. Web died ceded Jedéu 3, 841 3, 353 
Due to employment or increased 
earnings. Realesiec gia hial 887 1, 073 
Total assistance granted_._._._______- $2, 767, 064. 23 |$1, 696, 971.15 
meverage por case... . 2... ek $88. 76 76. 16 
Average per person s $25. 48 $24. 33 
Cost per capita_.. $0. 39 $0. 24 

















EXECUTIVE OFFICE, 
February 12, 1958. 

The following joint telegram was sent today to President Eisenhower by the 
Governors of Colorado, Iowa, Massachusetts, Maine, Michigan, Minnesota, New 
Jersey, New York, Oregon, Rhode Island, and Washington: 

“More than 4 million people were unemployed in January. The Secretary 
of Commerce estimates that unemployment will rise to 5 million. Moreover, 
take-home pay has declined as the result of a shortened workweek for addi- 
tional millions of workers. 

“Almost all of the indexes we use to gage the condition of the national econ- 
omy indicate that its health is far from robust, and the prognosis for the future 
is, at best, uncertain. Production has already dropped further than in 1953-54. 
The country’s steel plants are operating at slightly more than 50 percent of 
capacity, and automobile production estimates have been progressively revised 
downward. National spending for plant and equipment has declined and exports 
have fallen. Business failures last year were at postwar high. 

“The farm depression, starting 5 years ago, shows no signs of slackening. 
Indeed, the decline in farm purchasing power is now being felt throughout 
the rest of the economy. Small businesses on Main Street face a struggle 
against growing odds to keep their income even slightly above costs. 

“Only enlightened Federal action can prevent the recession from feeding on 
itself and deteriorating further into a depression. Each of us, as the chief 
executive of his State, is doing everything possible to counter the downward 
spiral. But a slump which is national in origin and cause can only be over- 
come by wise and vigorous use of Federal programs designed for the exact 
purpose of countering such economic trends. 

“We pledge our full cooperation in taking the action necessary to put us once 
again on the path to an expanding economy. We will seek to make our views 
known to the Congressmen from our respective States and will urge their 
support of the program which we present to you. 

“We have agreed that the following program should be enacted. It is a 
practical program that can be put into effect quickly and with maximum impact. 

“1. There should be Government action to expand building and construction 
of those projects which can be gotten underway promptly. Such an expansion 
will not only meet pressing needs, but will also result in reviving activity in the 
vital construction and related industry. We are at a point where such pro- 
grams should be expanded rather than curtailed, as many of them are, in the 
administration budget. 

“Particular attention should be given to— 

“(a) Acceleration of highway building programs, not a stretching out 
as the administration now plans. 
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“(b) A restoration of Hill-Burton funds for hospital construction. 

“(c) A realistic program of Federal assistance to school construction, 

“(d) An expansion of housing, slum clearance, and urban redevelopment 
programs. 

“(e) The provision of adequate Federal funds for flood control, water 
conservation, reclamation power, and other resource projects. 

“2. Welfare, educational, and health programs should be expanded. Your ad- 
ministration plans to curtail these programs at a time when they are most 
needed. In time of recession, we cannot neglect the needs of our children, the 
aged, and the handicapped. 

“3. Realistic Federal minimum standards in unemployment insurance should 
be established. Unemployment compensation is one of the greatest weapons we 
have to maintain purchasing power when there is mass unemployment. 

“4. There is need for a further easing of credit. The tight money policy has 
checked expansion, created unemployment, while failing to halt inflation. It 
has worked a particular hardship on small business, farmers, and home builders: 
it has led to a curtailment of school construction. 

“The adjustments which have been made thus far are inadequate and we urge 
that more effective steps be taken to insure the availability of credit. 

“5. We must restore farm income. We should return to realistic support 
programs pending the development of a comprehensive and workable program. 

“We further suggest that effective steps be taken to utilize our present surplus, 
both through existing domestic channels and through an intelligent program of 
economic cooperation abroad. 

“6. If the recession is not arrested, a tax cut by the Federal Government may 
be necessary to stimulate economic activity. In order to provide maximum 
stimulus to purchasing power, any tax relief should be directed to low-income 
families. 


“We would be glad to come to Washington at your convenience if you wish to 
meet with us personally to discuss conditions in our States or any phase of this 
program. Wr are sending copies of this telegram to all other governors and 
inviting them to join in this message.” 

Governor Wit11AMs. This indicates that by the end of May, more 
than 75,000 Michigan workers will have exhausted their benefits this 
year. This number is almost 2,000 more than the number who simi- 
larly exhausted their benefits in the entire year of 1957—and 1957 
was far from a good year for us. 

Because of the uncertainty of the automobile market, it is difficult 
to accurately project the rate of exhaustions beyond the end of May. 
However, the Michigan Employment Security Commission has at- 
tempted to estimate the rate of exhaustions based on two different levels 
of automobile sales. The commission first projected the exhaustion 
rate based on the sale of 414 million cars, and estimated that exhaus- 
tions for the year would total 90,000. 

Incidentally, the text reads “414” but it should be “414” million 
cars, without the trucks. This is the generally accepted production 

rediction. The commission, however, then reran their calculations 

ased on the sale of 514 million cars and projected total exhaustions 
at 165,000 for the year. It is apparent, I am sure, that even if this pro- 
jection was off by 50 percent we would still face what would amount 
to economic disaster for a significant portion of our population. I 
am sure that I need not dwell on the degree of gravity with which we 
view this impending crisis in our State. 

The cake is not limited to those who face hardship and greatly 
reduced standards of living. It includes thousands who are faced 
with real want and no means of protection. Among these are those 
who cannot find work, or are unable to work, and who are ineligible 
for either social-security benefits or unemployment compensation, or 
whose expenses are of such magnitude that they cannot possibly sur- 
vive without supplementation of those benefits. In the attached chart, 
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labeled “Appendix 4a” the evidence is clearly ae to indicate the 
enormous difficulties which are created by such cases. The number 
of individuals now on direct relief in Michigan has increased from 
about 22,000 in February 1957 to more than 36,000 in February 1958. 
This leap of over 60 percent in 1 year (100 percent in 2 years) has 
seriously jeopardized both our State and county welfare funds. 

In the attached chart, labeled “Appendix 4-B,” the number of per- 

sons who have been added, per month, to the welfare rolls as a result 
of exhaustion of unemployment benefits jumped from slightly less 
than 500 in December 1957, to over 1,000 in January 1958. In 1 
month’s time, the rate was doubled. The total of such cases in 1957 
was 3,708. If our present rate of additions continues, about the third 
week in April this year will see us surpassing in 4 months all of last 
year’s total. 
* Congressman Machrowicz asked Mr. Cooper—a very distinguished 
attorney, I will agree, particularly since we were almost classmates 
in the university—about that 3 percent. That, according to Mr. Bar- 
cus, has increased to about 10 percent of exhaustions today. 

Before considering the remedies contemplated by the bills before 
the Congress let me turn for a moment to the possibility of action by 
the States. 

The Michigan Legislature has about 10 more days of active ses- 
sion, and I am informed that 15 other State legislatures are still in 
session. This means that the mechanical likelihood of State action 
by all the 48 States is very slim indeed. 

Furthermore, a general characteristic of State legislative sessions 
this year was that most of them were faced with severe budgetary 
problems including the necessity of tax increases. So even if the 
legislatures of the several States could overcome the mechanical 
handicaps of coming back into special session, the fiscal problems 
attendant upon providing necessary additional unemployment bene- 
fits and general assistance, or, as Michigan calls it, direct relief, would 
be well nigh insurmountable. 

A third matter, which the existence of the many bills in Congress 
on the general subject of unemployment compensation bears eloquent 
witness to, is that for whatever reason, despite the frequent exhorta- 
tions of the President and letters of the Secretary of Labor, the legis- 
latures of the several States have failed to act. It seems that they 
prefer to hang together rather than individually act to save the situa- 
tion. Indeed, the existence of Federal standards in the original social- 
security legislation, plus the helpful assistance of social-security ex- 

orts and model State acts, did much to create the present pattern. 
inethine similar in all probability would be necessary to encourage 
State legislatures to do their duty now. 

It is my understanding that there are nine bills before the Con- 
gress which would provide an extension of unemployment. benefits 
to those who have exhausted their eligibility under State law. It is 
not my purpose today to endorse the detailed provisions of one bill 
over another. What I should like to do is present my views on what 
type of legislation would be of most advantage to Michigan and, in 
my opinion, the other States as well. I should like also to comment 
on the shortcomings which we have found in some of the proposals 
which have been offered to the Congress. 
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First, I do strongly urge that the Congress enact a program which 
would provide an extension of benefits to those who ae exhausted 
their eligibility under State law. I believe that the duration of such 
benefits should be uniform, and not tied to the individual’s eligibility 
under State law. As I interpret them, the bills offered by the chair- 
man of this committee, Mr. Mills, and the House majority leader, 
Mr. McCormack, would provide such a uniform extension of 16 weeks, 
if the unemployed worker did not find work during that period. 

Second, I would urge that the amount of payment should be at 
least one-half of the worker’s average weekly wage, not to exceed 
two-thirds of the State’s average weekly wage. Again the Mills and 
McCormack bills would provide such a standard. And in justice to 
those who have not exhausted their benefits, Federal money should 
be used to supplement their benefits to bring them up to comparable 
standards. 

Finally, I should most strongly reauest that the funds to finance 
such an extension program be obtained from Federal sources without 
loan or similar feature. The State of Michigan, for example, would 
be unable to enter into any direct-loan contract which would require 
repayment of these benefit funds from its general fund revenues with- 
out the approval of the voters of the State and less onerous strictures 
might still cause sticky legal complications. 

Prior to the enactment of legislation known as the Reed bill, the 
excess of Federal unemployment taxes on employers, over and above 
administrative costs, was deposited in the Federal general fund. De- 
pending on how one estimates what Federal administr: itive costs might 
be charged against those taxes, the amount remaining is estimated 
to be between $570 million and $900 million. This money has already 
been utilized for other unemployment-insurance purposes since 1953, 
However, it would be most appropriate to use these credits, which 
were charged to employers for the unemployment-insurance program, 
to finance an emergency program of benefit extension. 

It is my understanding that the estimates of the cost of a program of 
extension such as I have outlined above would run between $600 million 
and $900 million. While I hesitate to use a term such as “moral 
obligation.” I do believe that the employers who contributed their taxes 
for unemployment insurance would not be unjustified if they indicated 
a belief that the Federal Government had, at least, a fiscal obligation 
to finance any extension program out of moneys already collected. 

It is my belief that an emergency program such as has been de- 
scribed is imperative. However, I would like to call your attention 
to an equally necessary legislative action. There would be no need 
for such an emergency program were the several States’ unemploy- 
ment-insurance programs adequate to the needs of modern, industrial 
America. The Congress, if it enacts an emergency benefit program, 
will have indicated its own belief that the States’ programs are inade- 
quate. It would appear, therefore, that the Congress should also 
take steps to raise the standards with which the States must comply 
in order to participate in the unemployment-insurance program. 

The standards of duration and benefit amount, contained in the Mills 
and McCormack emergency bills, would mean a substantial improve- 
ment in the Federal standards legislation were they inserted in it. 
They would provide real insurance against our facing a situation in 
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the future such as we now face. I would, personally, favor the enact- 
ment of legislation similar to the bills introduced this session by 
Senator Kennedy and Representative McCarthy. 

In the event that the issue of Federal interference in State programs 
might be raised in congressional consideration of such measures, let 
me make one point : 

On February 13 of this year, 11 governors joined in a telegram to 
the President, urging him to press for the adoption of 6 programs 
which the governors believed would be of great utility in countering 
the recession. I was proud to join with the governors of Colorado, 
Iowa, Maine, Massachusetts, Minnesota, New Jersey, New York, Ore- 

on, Rhode Island, and W ashington in signing that telegram. And 

believe, Mr. C hairman, some of them have telegraphed you in con- 
nection with this hearing. 

I should like to quote their statement on Federal unemployment- 
compensation standards: 

Realistic Federal minimum standards in unemployment insurance should be 
established. Unemployment compensation is one of the greatest weapons we 
have to maintain purchasing power when there is mass unemployment. 

The governors who signed this wire are the chief executives of 
States which have almost 50 million people. I trust that their views 
will be considered as evidence that the raising of Federal unemploy- 
ment-insurance standards would not be regarded by them as an in- 
vasion of States rights, but, on the contrary, as a vitally needed Federal 
program. 

There is an additional step which should be taken to provide relief 
for those who have exhausted or are ineligible for unemployment 
benefits. I am informed that the Congress has informally considered 
the expansion of the Nation’s welfare programs to include a provision 
for general assistance, or, as we call it in Michigan, direct relief. 

I am also informed that the Secretary of Health, Education, and 
Welfare, who until recently has opposed such a program, may have 
now changed his mind. I am confident that congressional action to 
provide such a program would be of great benefit. in bringing about 
a quick decision by the Secretary. 

The latest official figures from the Department of Health, Educa- 
tion, and Welfare indicate that the States are carrying more than 
391,000 cases, involving more than a million people, on their general- 
assistance rolls. As I have already pointed out, Michigan public- 
welfare agencies are providing relief to more than 36,000 cases. Of 
these cases, more than 70 percent are families, and the average family 
dependent upon direct relief contains 4.7 persons. This will appear 
in our chart, “Appendix 4-c.” The total number of persons dependent 
upon direct relief w as, in February 1958, over 132,000. In February 
1957, a year earlier, there were only 69 ,000 similarly dependent. In 
the 12- month per iod, therefore, a leap of almost 90 percent took place. 

We have in Michigan one of the most responsive general-assistance 
programs in the Nation. Our State ranks, penhie on the changing 
needs of the individuals requiring assistance, from 10th to 2d in the 
Nation in the amount of benefit dollars per case. A year ago, in 
February 1957, we provided $76.16 per month per case, As the re- 
cession has deepened, with its consequent drop in earning power, we 
have had to raise that amount to $79.62, and this appears in our chart, 
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“Appendix 4-g.” As you can see in that chart, our total expenditure 
increased from almost $1.7 million in February 1957 to $2.9 million 
in February 1958, an increase of almost 72 percent. 

The appropriation which will probably be enacted for the next 
fiscal year by the Michigan Legislature will increase this year’s ap- 
propriation for direct relief by 28 percent, from $9 million to $11.5 
million. 

The information which I have just cited indicates that Michigan 
is doing what it can to meet the problems caused by the large number 
of our unemployed who are ineligible for other benefits. Michigan is 
doing this with considerable financial strain. I daresay the need in 
other States and the burden, insofar as the need is met, is equally 
great. This seems to be the only main area of assistance that the 
Federal Government does not share with the States. I, therefore, 
urge again that the Congress adopt legislation which will include 
Federal assistance to the States in their general-assistance (direct- 
relief) programs. 

I would like to take a moment or two before finally concluding, 
since the subject came up, to make a few remarks about some of the 
points from my distinguished colleague from Michigan. 

I think, first. of all, this matter that he raised, as to whether this is 
a matter in which Congress should act or the State legislatures should 
act, is an important question. I think that we have to go back into the 
history of unemployment compensation in the United States and, if I 
am not mistaken, up until the time of the Social Security Act, there 
was only one State, Wisconsin, which had an unemployment-com- 
pensation law. 

The idea of Federal standards is something we have had from the 
beginning. It was not until the Federal Government acted that we 
had a general system of unemployment compensation. 

All of the exhortations of the President and of the Secretary of 
Labor have not induced the State, for one reason or another, to come 
up with an adequate system, although any labor or industrial com- 
mittees certainly would indicate that there is a need for such action, 
so that I think, and, as I have indicated, governors of States with 
»0pulations of 50 million do believe that there is a place where the 
Conanens may well act, and I am sure it will not interfere with the 
regular functions of the States, because we are used to having stand- 
ards to which we should live up, and I am sure that this would facil- 
itate rather than hinder action by the States. 

I think the next question which was brought up, Should unem- 
ployment insurance be a matter of dole or of right? is a very inter- 
esting one, but I think that we have failed to use the term “insur- 
ance” in its normal connotation, because if I were to take out life 
insurance today and perfect my contract and were to die next week, 
nobody would say, “Well, you haven’t had a sufficient experience of 
payment so that you are not entitled to the whole premium,” and 
this, I think, is something that we should recognize in our unemploy- 
ment-compensation laws, and we do. 

You have to have a qualifying period of employment which varies 
but is generally around 14 to 20 weeks. Once you have complied with 
that, there are 16 of our States who have said, “When you have com- 
plied with that then you are entitled to a uniform payment,” just as 
the chairman has provided for in his legislation. 
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I think that the question of duration is an important one and I 
think that this is not fair and I think, furthermore, that the present 
not be the entire criterion because what do you have to do to get on 
relief? To get on relief you have to, in most States, have exhausted 
every visible means of sustenance. If you have worked hard all your 
life and saved up and bought yourself a home and have other assets, 
quite generally you have to liquidate those in order to get relief. I 
think that this is not fair and I think, furthermore, that the present 
period of duration is insufficient. I will take my own State. Un- 
fortunately, I do not have enough of this particular document for 
you now but, if I may, I will send it to you later. 

This indicates exhaustions of benefits in Michigan and it indicates 
starting in 1954 that we have had exhaustions runnng per month up 
to 15,000 n 1954, a little less in 1955, and almost as much in 1956 and 
1957. In other words, our law at present is not adequate to meet the 
problem of duration. I am confident that this is true in many of the 
other States as well. 

Incidentally, this is a bill and not a law. “There is many a slip 
‘twixt the cup and the lip,” as you gentlemen well know. 

I think some of the people from the farm States are a little wor- 
ried whether a certain enacted piece is going to stay enacted. 

This bill is liberal perhaps but it is not liberal to the unemployed. 
When Mr. Cooper said what the working people want is more, accord- 
ing to Samuel Gompers, that may be true but what the Michigan 
Manufacturers Association in this bill has provided is less. We have 
not only examined the bill as originally introduced but the bill as 
presently before the legislature, and that bill clips the unemployed 
so that 10 percent of the people who would have been eligible during 
this last year would not be eligible under their provisions. So what 
it gives with one hand it takes $14 million away with the other and 
what it gives is so inappreciable that our commission can hardly 
figure what it is. 

In conclusion, and I would be happy to answer any questions fur- 
ther on that, let me say again that I deeply appreciate that this 
distinguished committee has invited me to appear here. 

There are hundreds of thousands, if not millions, in need who look 
to you for direct help, and I believe the whole economy will tend to 
move with the justness of your judgment. 

I sincerely hope that the facts and arguments advanced in my testi- 
mony will be useful to you in achieving legislation to the Mills and 
McCormack bills and to the Kennedy and McCarthy bills and that 
you will see fit to devise legislation, too, for Federal participation in 
general assistance. Of course, if I have been able to convince you of 
the desirability of eliminating the auto excise tax, not only will I 
go home a hero, but I am sure we would help set our whole economy 
on the road back to prosperity, which is what we all want, I am sure. 
Again, many thanks. 

The CuatrmMan. Governor, we thank you for appearing before the 
committee and discussing the problems of the State of Michigan as 
they relate to the bills pending before the committee. 

Are there any questions of the Governor ¢ 

Mr. Byrnes will inquire. 

Mr. Byrnes. I gather that the basis for a good share of your argu- 
ment in your paper is that the State legislatures basically are not 
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responsive to the needs of the people in the State. Is that a correct 
statement of your position here? 

Governor WiiiiaMs. Partially. My statement is based on the 
fact that we have an overwhelming need. This need is particularly 
because the States in the past have not lived up to their responsibility, 
but the problem today is one which cannot be met very readily by 
the States, most of whose legislatures are not in session, and could 
only with difficulty get back in session, and if they did, they probably 
would not have the funds with which to act. 

It is true that many of them have not responded properly and I 
think one thing you will find, unfortunately, among the State legisla- 
tures which is not true in the Congress is that there has not been any 
adequate redistricting in many years and as a consequence most of 
the legislatures do not have proper representation of those communi- 
ties where the unemployment occurs. 

The mayor of Detroit is coming here to testify and while I have 
not seen his testimony, I daresay that he is going to be in favor of 
action such as the Mills and McCormack bills. I think that the 
larger communities, and as we all know the United States is becom- 
ing more and more urban, do feel the need for this action and the 
State legislatures have not responded. 

I have a telegram here from Governor Harriman of New York and 
he says, and I will submit it: 


Early this year I urged the New York Legislature to enact a bill increasing 
the duration of unemployment compensation from 26 to 39 weeks but the Re- 
publican-controlled legislature refused to adopt this recommendation. 


Mr. Byrnes. In other words, what you are contending is that State 


legislatures today in their present composition are impotent. to act to 
meet the needs for which the State governments were originally con- 
ceived. We now have to think in terms of the Federal Congress which 
will be more expensive. Is that it? 

Governor Wiii1aMs. Again not wholly, sir. At the present moment 
they are impotent in the sense that most of them are not in session. 

Mr. Byrnes. I think you say in your statement that 15 are in ses- 
sion. Can you tell me what States they are? I think it would be 
interesting for the committee. 

Governor Wiiu1aMs. I do not have that but I will get it and submit 
it to you. 

Mr. Byrnes. Is New York one of them? 

Governor Wiu1AMs. New York is in session but I think they will 
be going out of session rather shortly. 

Mr. Byrnes. They are in session ? 

Governor WitutaMs. Yes, sir; they are. 

Mr. Byrnes. That is one of the larger industrial States. 

Governor Wiuu1aMs. Yes, it is. 

Mr. Byrnes. They have a particularly aggravated problem com- 
yared to that of some of the others. I just cannot get myself to be- 
Reve: Governor, that our State governments are so ineffective, so 
unresponsive to their needs, that they can be meeting in a time where 
the stresses and strains and difficulties are as great as you outline and 
ignore them and adjourn without taking some action to meet the needs 
of their people. To me, if we are in that kind of a situation, I think 
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it is certainly a confession of the inadequacies of our whole general 
governmental structure. 

Governor Wiiu1aMs. If I may answer your question, I would agree 
with you to a pretty large extent. I think that Adlai Stevenson, a 
couple of years ago, characterized this problem not as one of States 
rights but States’ wrongs. _ 

Our States have refused in many instances to respond to the very 
apparent needs of our people and I do think it is a very severe indict- 
ment; I think that in part it is true because of maldistribution. 

Mr. Byrnes. Is it a question of being responsive to needs or re- 
sponsive to the people? 

I served in the State legislature and I still have a very high respect 
for State legislatures and feel that they might not always respond to 
what some people think are needs that the Government Shen fill, but 
on the other hand I think that State legislatures are very responsive 
as far as meeting the desires of the people, the will of the people. 

Governor WixuiaMs. Let me speak directly to that, sir, and in order 
to illustrate it I will have to talk politically. Im our State there has 
been a very definite cleavage between the legislature which is Repub- 
lican dominated and myself as to what we should do as far as unem- 
ployment-compensation benefits are concerned. It is true that the 
people have, year after year, reelected a Republican legislature and 
a Democratic governor, but it is also true that there has been a ma- 
jority of people voting democratically for representatives but because 
of maldistribution the Republicans have returned to office in the ma- 
jority so that, going right to the point that you mentioned, the people 

ave been in favor of such measures as unemployment compensation 
but the legislatures because they are not duly representative of the 
people on a fair proportion have come up with a different answer. 

Mr. Byrnes. It is interesting to get your reaction to the problem 
there. Were you suggesting earlier in your analogy to the farm situ- 
ation that even if this bill before the State Legislature of Michigan 
is enacted that you will veto it ¢ 

Governor Witi1AMs. I have made it a rule, sir, never to comment— 
and I have only broken that once or twice—on a bill before it has 
come to me. I am always hopeful that the legislators will see the 
light and come up with a good bill. 

Mr. Byrnes. I thought because of your analogy between this situa- 
tion in Michigan and the present situation existing as a result of an 
agricultural bill that that might be the case. 

Governor Wiiu1aMs. I just wanted to admonish my good friend, 
Mr. Cooper, that when a bill has only passed one House and is yet to 
pass another House, you cannot consider it enacted. As he has 
already indicated, it has already been seriously modified, but not 
enough. 

Mr. Byrnes. You have a chart there showing your exhaustions in 
other years. 

Governor Wiuu1AMs. Yes, sir. 

Mr. Byrnes. Did you say that in 1954 you had a higher rate than 
today ? 

Governor Witi1AMs. To your question, sir, as to whether in 1954 
they had a higher rate than today, the answer is that in 1954 it was 
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high but our projections are that before this year is over it will 
exceed 1954. 

In 1954 there were months where the exhaustion rate was higher 
than it is at present but the predictions are that before a month or 
two our exhaustions will be even higher than in 1954. 

I merely mention this chart to indicate that the situation we have, 
while it is an extreme emergency, is not so untypical as to do awa 
ong the necessity of a full-time bill such as the Kennedy-McCarthy 

ill. 

Mr. Byrnes. I was interested from the standpoint that we have 
had worse situations than that which exists today in Michigan, 
Your records show two points in 1954 where your exhaustion rate was 
higher than it is at the present time. 

Governor Wiu1aMs. Yes, sir; but before this month is out, we will 
have gone above the record highs of 1954. 

Unfortunately, it looks as if they will go even higher. 

Mr. Byrnes. That is what you anticipate. 

Governor Wiiui1ams. That is what our Michigan Employment 
Security Commission has estimated. 

Mr. Byrnes. This time of the year quite often is a high point in 
unemployment, is it not, March and April? 

Governor Wu1AMs. It is high in January and in March and April 
it starts going down. They have figured that in and the net result 
is that they estimate it is going to climb and climb heavily. 

The Carman. Are there any further questions ? 

Mr. Machrowicz will inquire. 

Mr. Macurowticz. Mr. Byrnes has questioned you about a chart 
showing exhaustion of benefit rights for claimants in the State of 
Michigan. 

As I view that chart, the rate of exhaustions in Michigan in 1958 
is much higher than 1954, is it not ? 

Governor Wiiu1aMs. The projection is, yes, sir; but as of the last 
actual count there were two peaks that were higher in 1954. 

Mr. Macnrowrcz. Exhaustions for January, February, and March 
are considerably higher than they were for January, February, and 
March 1954, or any other year as this chart indicates very clearly. 

Governor WiiuiAMs. The total of the month, yes, sir. 

Mr. Macurowticz. That is all. 

The Cuatrman. Are there any further questions? 

Mr. Sadlak will inquire. 

Mr. Sapiax. Governor, do I properly summarize your appeal here 
today when I state that the experience of 20 years of the program in 
your State was adequate and sufficient and fair as far as the employ- 
ers and employees were concerned but that now they cannot ade- 
quately deal with it so that you have come to the Federal Government 
to ask for help ? 

Governor Wuu11AMs. I missed a couple of words in hearing, sir, 
but if I understand you correctly, you say that I felt that the Michi- 
gan unemployment compensation law has been fair and just and ade- 
quate up until now ? 

Mr. SapiaKk. That is right. 

Governor Wirt1aMs. No, sir. My feelings are quite the contrary. 
I have urged in messages to the legislature year in and year out since 
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I became Governor that our Michigan unemployment compensation 
law did not provide benefits at the same percentage level that they 
did when it was originally passed due to the increasing cost of living 
and the increasing wage amount, because we had higher benefits on a 
dollar amount rather than a percentage and, furthermore, the year 
before I came into office there were certain interests that went into 
the legislature and practically dictated disqualifications and ineligi- 
bilities that made our law a very prickly and a very shameful one. 

Mr. Sapiak. If | recall the testimony of Mr, Cooper, in reply to a 
question from Mr. Machrowicz, he stated that the situation today is 
tantamount to what it was in 1954 in Michigan. 

Do you feel that is the situation ¢ 

Governor Wiii1Ams. No, sir. He said, for example, that the per- 
centage of those who had exhausted their benefits who went on direct 
relief was 3 percent in 1954 and he thought the same was true today. 

Mr. Barcus said that rather than 3 percent it is 10 percent today. 

Mr. Sapiak. On page 6 of your statement, Governor Williams, 
you mentioned there at the top of the page: 

The latest official figures from the Department of Health, Education, and 
Welfare indicate that the States are carrying more than 391,000 cases involv- 
ing more than a million people, on their general assistance rolls. As I have al- 
ready pointed out, Michigan public welfare agencies are providing relief to 
more than 36,000 cases. Of these cases, more than 70 percent are families, and 
the average family dependent upon direct relief contains 4.7 persons. 


Does the Michigan Department of Assistance have the figures 
broken down? I assume that this figure deals with those who have 
applied for general relief. 

I want to ascertain whether you in Michigan have a breakdown by 


the husbands and wives or sons and daughters in the family. 

Governor Wiiu1aMs. I do not believe we have it for all of the un- 
employed but we do have it for the claimants. Our Michigan un- 
employment compensation law gives benefits graded on the family 
size, so that naturally we have it for all claimants and, of course, on 
those who are on relief as you pointed out our caseworker system re- 
quires a survey of the size of the family and the amount of relief is 
dependent upon that. 

Mr. Sapiak. The reason for asking that is that it seems to me that 
in other States, Governor Williams, they have tried to get a break- 
down and they said it was not obtainable. 

Governor Wiiui1aMs. You are right, sir. We do not have it gen- 
erally but for our claimants we dg, sir. 

Mr. Sapitak. Thank you. 

That is all. 

The Cuarrman. Mr. Curtis will inquire. 

Mr. Curtis. Governor, what is the State debt in Michigan at the 
present time ¢ 

Governor Wiiu1aMs. I could not answer you that directly, sir. I 
do not know. 

(The figures are on p. 187.) 

Mr. Curtis. The reason I asked is that on page 3, you make the 
point of the legislatures generally and your specific legislature facing 
severe budgetary problems and that, if you went ahead with this pro- 
gram, these problems would be well nigh insurmountable. I was 
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trying to get a aoe of what the Michigan State debt was because, 
as I understand it, you are wanting to pass this on to the Federal 
Government. You are familiar, of course, with your Federal debt, 

Governor Wiut1aMs. Yes, sir, I am. 

Mr. Curtis. And I think you are familiar with the fact that at the 
Federal level when we pass these things on we do it through deficit 
financing which is, of course, printing more money which leads to the 
problem of inflation which is badly damaging to the very people about 
whom we are talking here. 

Governor Wiii1AMs. Well, of course, what our inflation is today, 
whether it is an inflation of the kind you mentioned or whether we 
have a price inflation because of administered prices as many econo- 
mists believe is something which is arguable. 

Mr. Curtis. There are many factors which go to make up inflation, 
but I think you will agree that one of the strongest inflationary forces 
is deficit financing over a period of time. I am not talking about an 
annual budget but over a period of time. 

Governor Wiiu1aMs. Well, I think most economists also agree that 
in a time of difficulty we should, if at any time, have deficit financing 
in order to increase the purchasing power of those particularly at 
the lower levels in our economy so that whatever inflation was in- 
volved would be overbalanced by the ability of the individuals to 
purchase. 

Mr. Curtis. Fortunately there are some economists that dispute 
that simply on the standpoint that that requires that during periods 
of what we might call prosperity that you pay back and unfortunately 
the process does not seem to result in that situation. 

I want to call attention to the fact that you point out the difficulty 
that the State of Michigan will reach as far as bearing these burdens 
and all I want to call attention to is that at the Federal level many 
of us are greatly concerned about the very same thing and whether 
or not it would not be better in the long run to meet it at the State 
level. I do not happen to know Michigan’s debt picture but the gen- 
eral debt picture of the 48 States collectively is nowhere near the situa- 
tion which it is at the Federal level. 

Governor Wiu1aMs. I would agree with that, sir, but the Federal 
Government through the taxes it has at its disposal has a much greater 
revenue capacity than any of the States. The Federal Government, 
sir, has taken from the States a number of taxes such as the death 
taxes and this has made it rather difficult for us.to operate. 

Mr. Curtis. I might agree with you on that as far as balancing on 
your taxes but nonetheless you still have a picture of a debt situa- 
tion at the Federal level which you describe as well nigh insurmount- 
able at the State level of Michigan. 

I wonder what objective or adverb you want to use to describe it 
at the Federal level. 

Governor WiiuiaMs. I perhaps am influenced in part by a peculiar 
local political situation in our legislature which would take a little 
long to explain and might not be germane, but I know that in our 
State they would have great difficulty in meeting this particular prob- 
lem this year and I think to other lesser extents the other States would 
also have the difficulty. 
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Mr. Curtis. Governor, on page 5, you list the various States that 
are in accord with your point of view, and it seems to me that your 
point of view on this subject and almost every other subject in referring 
to this group of governors collectively, is always along the lines of 
federalism. Instead of meeting these problems locally you want to 

ass it on to the Federal Government. You are the modern-day 

ederalists, you might say. 

Governor Witu1aMs. No, sir. I could not disagree with you more. 
I feel, sir, that these things are things that we might do at the State 
level but because of the constitution of our legislatures, a malpropor- 
tion, they have refused to accept the challenge and I would like te 

oint out that our citizens are not citizens exclusively of an individual 

tate but are citizens of the United States as well and, if they do not 
get the relief that they seek, they are gomg to go someplace to get 
it. They have not been able to get it at the local level so they are 
going to go to the Congress, and so I would say that at this particular 
moment this is a very practical question and especially with the legis- 
latures being out of session, I think the Congress is best able to 
act. 

Mr. Curtis. I appreciate your statement and, of course, we could 
get into this at great length. It involves a very basic political philos- 
ophy, and I think it is something to which we are all going to have to 
face up because, very aptly, you referred to the problems of Michigan. 
I do not know whether it is apt or not but you at least referred to your 
fiscal picture as being well-nigh insurmountable, and I think we have 
reached the point with all of these things having been passed to the 
Federal Government over 30 years and our primary problem being 
defense, which we cannot expect the States to take care of, and it is 
taking the bulk of our Federal dollars. We have reached the point 
where our Federal fiscal problems are well-nigh insurmountable un- 
less we want to print money which, I think you will agree, is more 
damaging and has been more damaging to the very people whom 
we are talking of here. 

We no longer can solve this at the Federal level, I am afraid, be- 
eause of the fiscal situation. 

Governor Wiiu1AMs. I would not agree with that. As I pointed 
out, I think that by getting purchasing power in the hands of these 
people, we are going to start a spiral which will start getting people 

ack to work. 


While I do not agree very often with the Michigan Manufacturers’ 
Association on this phatienias subject when they come out for a cut in 
excise tax on automobiles, this coupled with adequate unemployment 
compensation relief and — works, I think will start the economy 


moving back, and I think this will do more to keep us from having 
inflation than any other programs. 

I might point out that when we are looking at our defense position 
and our position of strength in the world, I think this unemployment 
that we are suffering today and our failure to give adequate relief to 
it certainly weakens the posture of the United States before the world 
and the uncommitted countries and in the Communist areas just as 
much as anything else. 

I think our unemployment as well as armaments should be a con- 
cern of the Congress. 
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Mr. Curtis. I certainly agree with that. For years I have been 
trying to preach that the basic defense of this country is a strong 
economy. I regret that it seems to have been forgotten in many in- 
stances. Now it has been brought home that that, indeed, is a true 
story. I think we ought to look into our Federal tax structure not 
only as to the angle you mentioned as to what has been taken from 
the States but also how it has been balanced off, and I suggest that 
this taxation we have today is primarily contributing to unemploy- 
ment because of the lack of investment capital throughout the country 
rather than, at the present time, consumer capital. Whether or not 
these economic appraisals are right or wrong, that is the area, I 
think, we will have to go into and avoid some of the demagogery that 
seems to exist whenever we try to talk about the investment dollar. 

Governor Witi1aMs. I think the importance of investment capital 
certainly is something we must consider. 

I think, however, that the purchasing power at the moment is 
extremely important and, of course, I do think we have a situation 
of human need which perhaps may modify our feeling in both regards 
in any event. 

Mr. Curtis. We all have the basic concern with human needs. 

Governor Wiu1aMs. I am sure you do, sir, and that is why I urge 
that we pass the bills similar to the McCormack and Mills bills. 

The Cuarrman. Mr. Machrowicz has a further question. 

Mr. Macurowrcz. Would you say that our present economic diffi- 
culties arise from a shortage of investment capital or a shortage of 
purchasing power ? 

Governor Wriu1ams. Well, I think it is a shortage of purchasing 
power. Certainly when we look to our economy in Michigan the 
most important thing is the sale of automobiles, and this does not 
require much in the way of additional capital for investment. This 
is a matter of purchasing power. 

Mr. Macnrowtoz. As you know, there are many people in Wash- 
ington, including, I might say, many Republicans, who are advocating 
a Federal tax reduction. That, of course, means deficit spending. 
The question I would like to ask you is this: If we should provide a 
direct antirecession program should it be devoted exclusively to tax 
reduction or should part of it provide for payments to unemployed 
as contemplated by these bills? 

Governor Wuu1aMs. I think that part of it should come from pay- 
ments to unemployed because they are the people who have demon- 
strated an obvious need of it. I think the other people could certainly 
use it, and I would favor it, but the people who need it most at the 
present moment are the unemployed. 

Mr. Macurowrcz. That is all. 

The Cuatrman. Mr. Simpson will inquire, Governor. 

Mr. Srmpson. Governor, in the event an outcome of these hearings 
should be legislation providing money for the unemployed in Michi- 
gan, based upon help to the State which would have to be paid back 
by tax upon your employers starting sometime in the future, would 
you support that legislation ? 

Governor Wiiui1ams. Well, I would have to answer that in two 
ways, sir. I think that the extremities of the people who are unem- 
ployed are such that anything that would give them this kind of re- 
lief within reason certainly we would have to accept, but I would 
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feel that this was in the nature of double taxation because I believe 
that the moneys accumulated on the administration of the fund, these 
$570 million to $900 million, would most reasonably be the funds that 
should be appropriated to this tax. 

Mr. Stmpson. In contrast to the matter of a loan to be repaid would 
be the matter of the possibility of the Federal Government making a 
grant of money to the different States. You would support that in 
preference to the other ? 

Governor Wiu1aMs. I would, sir. I think that there might be 
legal difficulties in connection with the loan, but I attack it as a basis 
of injustice and double taxation when the employers have already 
provided this $570 million to $900 million for an unemployment pur- 
pose, and I think that that should be utilized. 

Mr. Stimpson. Granted that that $570 million exists, when that is 
consumed, what would you do then if it goes on that long? 

Governor Wiiu1aMs. Well, I think that you have taken the lower 
limit, sir. 

Mr. Srupson. I took your figure. You gave me that figure. 

Governor WituiaMs. I did, sir. I said it was from $570 million to 
$900 million. 

Mr. Stmpson. Let us say that we have consumed that. Governor, 
I am trying to learn whether you insist that it be a grant by the Fed- 
eral Government. 

Governor Wiiur1AMs. I am sorry if I did not make myself clear. I 
think that the necessities of the unemployed as such that, be it grant 
or be it a loan, we would have to agree that it was something we should 
do and so we would accept a loan but we would much prefer a grant, 
and I think that a grant certainly can be justified on the basis that our 
employers have already paid in meney for unemployment compensa- 
tion benefit purposes. 

Mr. Smorrson. I frankly do not know what your program is, but if 
your legislators would do as you want them to do, how would you 
finance that proceeding ? 

Governor Wituiams. By way of information, we have recom- 
mended roughly the same thing that President Eisenhower recom- 
mended. ‘This would be financed out of the employers’ taxes, and we 
would have our merit rating provisions and, whatever came up, they 
would be compelled to pay. 

Mr. Stwpson. I am sure you are referring now to the State law as 
you have recommended it. 

Governor WiLLiaMs. Yes, sir. 

Mr. Stimpson. Does it provide for an increased tax ? 

Governor Wiuu1aMs. Well, it provides for a scale based on the re- 
serves as compared to the benefit payments so that you would not 
have to change your law. It would change automatically because as 
the reserves went down the taxes would go up. 

Mr. Srmpson. Let me ask the question in this way. Under the 
lan that you have recommended, would all the costs be borne by the 
tate of Michigan ? 

Governor Wiiu1AMs. Yes, sir. 

Mr. Stmpson. So that the State legislature in not acting is avoiding 

a tax on the people of Michigan, but you come to Washington and ask 
us to tax the whole country to pay the burden. Evidently you think 
Michigan can afford it or you would not recommend the bill. 
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Governor Wiii1aMs. No, sir. We come saying, “You have already 
taxed our employers, you have taxed them, and instead of saving the 
money for unemployment-compensation purposes you have used it for 
other purposes.” 

Mr. Sumpson. Possibly I did not hear you correctly and you may 
want to explain. I understand you to say that you recommended to 
the Michigan Legislature a bill whieh would provide for increased 
compensation and benefits to the people of Michigan, the cost to be 
borne by the people of Michigan. Is that correct ? 

Governor Witu1AMs. That is correct, sir. 

Mr. Smorpson. That isall I want toknow. Thank you, sir. 

The Cuarrman Arethere any further questions? 

Mr. Baker. I have one question. 

The Cuarman. Mr. Baker will inquire. 

Mr. Baxer. Governor, on page 7, you said you hoped “That you will 
see fit to devise legislation to provide for Federal participation in gen- 
eral assistance.” 

Under the present formula the Federal Government provides 80 per- 
cent of the first $30 and 50-50 above that. 

Are you recommending that we increase that formula or do you have 
some other field ? 

Governor Wiiu1AMs. I think it is another field, sir. 

At present the Government. does not provide any money for what we 
in Michigan call direct relief, but in Government I think it is called 
direct assistance. They provide aid in aid to dependent children. 

Mr. Srarpson. Old-age assistance is the biggest. The formula I 
stated was old-age assistance. 

Governor Witu1aMs. I am talking about a new category, sir. 

Mr. Baxer. I guess I misinterpreted your words “general assist- 
ance.” 

Governor Wiiu1AMs. This is not old-age assistance, but assistance 
to people who are destitute. 

Mr. Baxer. If it is not in the welfare field, what aid do you mean if 
not old-age assistance ? 

Governor WruuiAMs. It is in the welfare field, sir. It is people who 
are destitute, who have no means of getting any relief in any of the 
recognized categories like old-age assistance or aid to dependent chil- 
dren. They are just people who might have been employed, or out of a 
job, do not have any money, and are not eligible under any existing 

ederal category. 

Mr. Baxer. I have expressed concern here and expressed concern to 
Secretary Mitchell about what is going to happen under any of this 
proposed legislation to the people who exhausted their benefits prior 
to January 1. [thought you might be referring to that. 

Governor Wiu1aMs. I am in part, sir. That is correct. 

Mr. Baxer. Do you have a definite formula as to what to do about 
them? There are many in my district. 

Governor Wiiu1aMs. There are tens of thousands in my State. 

Mr. Baxer. Do you have a formula as to what to do about these 
people who have exhausted their benefits? 

Governor Witu1aMs. If the Congress were to ask me, I would be will- 
ing to suggest a 50-50 participation, the Federal Government 50 per- 
cent and the States, plus the local commmunities, whatever way they 
wanted to take up the other 50 percent. 
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Mr. Baker. Would you administer that through unemployment 
compensation channels or through State welfare channels? I am 
talking about these people who were not covered or were covered prior 
to January 1 and exhausted and will not get anything under any of 
these bills. 

Governor Wiiu1aMs. I would administer it under the welfare, sir, 
because I think this should be on a needs basis rather than on a par- 
ticular number of dollars. 

Mr. Baxer. You would take it out of the insurance end of it ? 

Governor Wiru1AMs. Yes, sir. 

Mr. Baxer. You undoubtedly have a large group of people who 
will get no benefits under either one of these bills because these bills 
just go back to January 1? 

Governor Wiu1AMs. Yes, sir. 

Mr. Baker. You have a large group of covered employees who will 
fit that description. 

Mr. Baker. Yes, sir; a lot of those who have exhausted their bene- 
fits. The Michigan data, sir, is on my appendix 4, 4-a, particularly, 
and throughout the rest of that you will find information on that par- 
ticular problem which is a very serious one. I have been in contact 
with Secretary Folson and I think that he is shifting to the point of 
view that this is an important category to take up. 

I am glad you are interested in it. 

Mr. Baxer. Thank you. 

The Cuarrman. Are there further questions? If not, Governor, 
we thank you again, sir, for coming to the committee and giving us 
the benefit of your thinking with respect to the problems in Michigan 
as they relate to this legislation. 


Thank you, sir, very much. 
Governor WituiAMs. Thank you. 


The Cuarrman. Without objection, the committee will recess until 
1: 30. 


(The following telegrams were received by the committee. ) 
Des Mornes, Iowa, March 31, 1958. 


Hon. Wiisur D. MILs, 
House Ways and Means Committee, Washington, D. C.: 


Although primary emphasis should be given to measures to create job oppor- 
tunities, I respectfully urge that you lend the full support of your administration 
to the enactment of pending legislation to strengthen the unemployment com- 
pensation program by lengthening period of coverage and establishing realistic 
minimum benefit payments on national basis with additional costs to be paid 
from Federal funds. Such legislation would implement the established princi- 
ple that antirecession measures are more effective if carried out on a nationwide 
basis. 

HERSCHEL ©. LOVELESS, 
Governor of Iowa, 


Boston, Mass., March $1, 1958. 
Representative Witpur MILs, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington D. C.: 


Your committee has presently before it several proposals for the extension of 
unemployment compensation payments. Massachusetts strongly favors at least 
a 13-week extension of unemployment compensation payments on a grant rather 
than a loan basis. I am enclosing a copy of a telegram which I have sent to the 
President today. 

Sincerely yours, 
Foster FuRcOLO, 
Governor of Massachusetts. 

























164 FEDERAL UNEMPLOYMENT COMPENSATION BENEFITS 






“A large number of Massachusetts workers who are presently unemployed and 
who have exhausted their unemployment compensation benefit payments hag 
resulted in great personal hardship for entire families. I respectfully suggest 
that your proposal for the extension of unemployment compensation benefits 
on a loan basis will create unnecessary hardship for industry and workers alike 
in Massachusetts. I urge you to consider Federal extension of unemployment 
benefit payments on a grant rather than a loan basis. A Federal grant au- 
thorizing at least a 13-week extension of benefits would provide immediate 
assistance to our unemployed workers without injury to the competitive position 
of Massachusetts. 
“Sincerely yours, 
FostTER FURCOLO, 

Governor of Massachusetts.” 


St. Paut, Minn., March $1, 1958. 


The Honorable W1LzBuUR D. MILs, 
Chairman, House Ways Committee, Washington D. C.: 


This is a copy of the telegram I sent today to President Eisehower: “We in 
Minnesota continue to be concerned about the unemployment picture and the 
need for further expansion of the unemployment insurance program. Federal 
action is needed immediately and I urge your support of the McCormack-Mills 
bill as a minimum proposal at this time.” 


Gov. OrvILLE L. FREEMAN, 


ALBANY, N. Y., March 29, 1958. 
The Honorable WILBvuR MILs, 
Chairman, Ways and Means Committee, House of Representatives, 
Washington, D. C.: 


The need for Federal action to provide help to the growing number of unem- 
ployed workers is clear. There is every indication that a large proportion of the 
several million workers who lost their jobs during the latter part of 1957 will be 
exhausting their benefits rights during the next 2 or 3 months. 

Even in those States in which unemployment reserve funds are adequate for it 
the legislatures have not acted and show no desire to act to provide the measures 
necessary in these critical times. 

Early this year I urged the New York Legislature to enact a bill increasing 
the duration of unemployment compensation from 26 to 39 weeks, but the Repub- 
lican-controlled legislature refused to adopt this recommendation. 

I urge prompt, favorable congressional action on your bill to meet with Federal 
funds the needs of the hundreds of thousands of workers who are exhausting their 
benefits each month; without such action, many of the familjes of these unem- 
ployed will be forced to turn to public and private relief in order to exist. 

By enabling recipients to continue to purchase their basic necessities, the pay- 
ment of these extended benefits will also be of help to the Nation’s economy. 

I also urge that after providing for the present emergency, the Congress take 
action to fix minimum standards of weekly unemployment insurance benefit 
amounts and duration for all of the States. 

AVERELL HARRIMAN. 


OrymptA, WasH., March 30, 1598. 
Representative WILBUR MILLS, 
Chairman, House Ways and Means Committee, 
Washington, D.C.: 


Would like to reiterate my position as taken at White House conference with 
respect to need for some realistic Federal standards in unemployment compensa- 
tion program to assure a sound, long-range unemployment insurance system. In 
my opinion emergency measure is not the best cure for a program that has basic 
ills even during times of full employment. Though I disagree with ‘forced loan” 
provisions of the President’s proposal—especially in view of fact that Federal 
Government has collected millions of dollars under FUTA which never was 
credited to the States prior to 1954—some immediate relief is required. On long- 
range basis measure is needed which would assure level of weekly benefits to con- 
form with the President’s repeated recommendations as well as extending dura- 
tion and providing protections for many workers who are now excluded. 

Best personal regards. 

ALBERT D. ROSELLINI. 
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(Whereupon, at 12:40 p. m., a recess was taken until 1:30 p. m., 
this same day.) 
AFTERNOON SESSION 


The Cuamrman. The committee will please come to order. 
Our next witness is Mr. Daniel J. Ryan substituting for Mayor 
Miriani, of the city of Detroit. 


STATEMENT OF DANIEL J. RYAN, DIRECTOR OF WELFARE, CITY 
OF DETROIT 


Mr. Ryan. Mr. Chairman, I appreciate very much having this 
opportunity. 

My name is Daniel J. Ryan, director of welfare for the city of 
Detroit. Mr. Miriani was stricken ill yesterday and the doctor or- 
dered him to stay in bed. 

The CrHarrman. We hope your mayor is feeling better. We are 
sorry he couldn’t be with us. 

We appreciate the fact that you were available to substitute for 
him. 

Mr. Ryan. I appreciate the opportunity of appearing before you 
to testify with respect to the emergency measures which might be 
adopted by the Congress of the United States to combat the growing 
tide of unemployment and distress throughout the Nation and par- 
ticularly in my hard-hit community, comprising the city of Detroit 
and the metropolitan area. 

Two hundred and thirty thousand are unemployed in the Detroit 
area today—15 percent of our labor force—1 out of every 7 workers. 

Of these 230,000 unemployed, 189,943 are drawing unemployment 
compensation benefits which are rapidly being exhausted. It is esti- 
mated by the Michigan Employment Security Commission that in 
the first 5 months of 1958, 39,000 Detroiters will exhaust their bene- 
fits. These exhaustions are double the number of exhaustions during 
the entire year of 1957. 

Hundreds of these workers, who have exhausted their benefits, are 
receiving relief from us and over 490 others applied to us because of 
exhaustions in the last week. If the Michigan Employment Security 
Commission estimates are current, we can only anticipate that thou- 
sands will apply for relief in future weeks. 

Automobile production for the period January 1 to March 22, 
1958, is down 32 percent compared to the same period last year, and 
over 880,000 new cars are backlogged in dealer inventories. 

Sales in local department stores were down 16 percent in January 
1958, compared to January 1957. Weekly reports indicate a con- 
tinuing decline in department store sales. Electric power consump- 
tion locally was down 23 percent; new construction was down 37 per- 
cent, and new car sales were down 46 percent in February, compared 
to February 1957. 

Our relief rolls have increased from 5,500 families in March 1957, 
to 9,500 in March 1958 representing 35,500 persons. Applicants seek- 
ing relief have risen to 300 daily and 4,000 await final disposition. 
The typical applicant today is the head of a family of five, laid off 
after years of continuous employment and forced to ask for public 
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assistance for the first time. Approximately 70 percent of today’s 
applicants have never before received public assistance. 

Our local relief deficit for the year ending June 30, 1958, will 
reach $7 million or more. To meet these relief needs, city services 
have been drastically curtailed and short-term borrowing has been 
invoked. Local resources to combat the problem are rapidly being 
exhausted. 

Our citizens are hard hit on all sides. Even private charities are 
strained and, for example, the Capuchin Monastery, serving free 
meals to needy men, now serves 1,000 daily compared to 200 daily a 
few months ago. 

It must be apparent to all of you, in view of the conditions I have 
outlined, that the local communities cannot meet the total impact 
of the present emergency. 

The Congress of the United States could take several immediate 
steps to help us meet this crisis. While I recognize that all of our 
suggestions do not come within the purview of your committee alone, 
for the record it seems important to set forth all of our recommenda- 
tions. 

1. To stimulate business recovery both locally and nationally, Fed- 
eral taxation should be reviewed in two ways. First, the excise tax 
on motor vehicles should be eliminated or at least materially reduced. 
Second, the personal income tax structure should be studied to de- 
termine the effect if the rates are reduced. 

2. Defense orders should be immediately directed to those areas 
having substantial labor surpluses, as established by the United States 
Department of Labor. Federal projects of all types proposed for 
such areas should be initiated at once. 

3. To check the rise in the demands for public assistance and to 
reduce our present relief rolls, the Congress should immediately pro- 
vide a federally financed extension of the State’s programs for unem- 
ployment compensation benefits. To avoid unreasonable opposition 
and possible legislative entanglements, I believe such an extension 
should be in conformity with the benefit legislation of the various 
States. House bill H. R. 11326, introduced by Hon. Wilbur D. Mills, 
and H. R. 11327, introduced by the Hon. John W. McCormack, appear 
to meet most of these objectives. 

4, In view of the overwhelming demands for public assistance, na- 
tional, in addition to State and local resources, are now needed to pre- 
vent widespread hardship. We cannot meet the problem alone, and 
the Congress should provide Federal grants-in-aid for general public 
assistance, in addition to the present program for such grants for the 
aged, the blind, the disabled, and dependent children. 

5. To utilize fully the surplus food commodities now available, 
the Congress should adopt legislation to provide for the distribution 
of such foods through a food-stamp plan, utilizing the normal chan- 
nels of business. The existing cumbersome, inefficient, and costly 
direct-distribution system now available does not enable us to ade- 
quately serve the needy. 

6. If the foregoing suggested courses of action do not bolster the 
economy and minimize hardship, the Congress should give immediate 
consideration to establishing a grant-in-aid plan for local public- 
works projects, or initiating a comprehensive Federal public-works 
program. 
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We in Detroit have planned worthwhile projects of this type, but 
our financial situation is so acute that we cannot undertake such 
additional activities without substantial financial assistance. We are 
also straining our local finances to complete our present extensive 
capital-improvement program, since its curtailment would only ag- 
gravate the local unemployment situation. 

With respect to the extension of unemployment-compensation bene- 
fits, the Congress could well consider our recommendation for a fed- 
erally financed program in view of the excess Federal tax collections 
that have consistently marked this program throughout. the years. 
In its report of January 15, 1953, entitled “Administrative Costs of 
Changes in State Employment Security Laws,” to the Appropria- 
tions Committee of the House of Representatives, the United States 
Department of Labor points out—page 4—that such excess collec- 
tions conservatively totaled $570 million from 1936 to 1953. _ At this 
date, the total excess payments—termed “profit” by the United States 
Department of Labor—must be considerably higher. 

Considering the foregoing, your committee may conclude that the 
Federal Government has a moral obligation to now assist the States 
from these prior “profits” without including any repayment provi- 
sion or additional future taxation in the plan. We will gladly and 
promptly furnish the committee with any detailed statistics or any 
additional data you may desire. 

The Cuarrman. We thank you, sir, for coming to the committee 
and giving us the benefit of your views and those of the mayor of the 
city of Detroit. 

Mr. Machrowicz will inquire. 

Mr. Macurowicz. I would like to comment that, since Mayor 
Miriani was unable to be here, there could be no more worthy and 
able representative than Mr. Dan Ryan, who has the very unenviable 
job of handling the department of the city that has, probably, the 
heaviest load in the country and is doing an admirable job. We all 
have a high respect for the way he is performing his work. 

Mr. Ryan. Thank you. 

The Cuamman. We thank you, sir. 

The Cuairman. Our next witness is Mr. Otto F. Christenson. 

Will you please identify yourself for the record by giving your 
name, address, and the capacity in which you appear ¢ 


STATEMENT OF OTTO F. CHRISTENSON, EXECUTIVE VICE PRESI- 
DENT, MINNESOTA EMPLOYERS ASSOCIATION 


Mr. Curistenson. Mr. Chairman, my name is Otto F. Christenson. 
I am executive vice president of the Minnesota Employers Association, 
with offices at 1600 Pioneer Building, St. Paul, Minn. 

I am appearing today on behalf of the Conference of State Manu- 
facturers’ Associations, which is made up of 37 State manufacturers’ 
associations. The combined membership of these organizations is 
estimated to be more than 40,000 employers. 

Many of these State associations would have liked to present a state- 
ment during these hearings, but, in compliance with the announced 
wishes of the committee and in the interest of saving time, they have 
egreed to the consolidation of their testithony under the auspices of 
the Conference of State Manufacturers’ Associations. 
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Following are the associations which make up the Conference of 
State Manufacturers’ Associations: 


Associated Industries of Alabama 
Associated Industries of Arkansas, Inc. 
California Manufacturers Association 
Manufacturers Association of Colorado 
Manufacturers Association of Connecticut, Inc. 
Associated Industries of Florida 
Associated Industries of Georgia 
Associated Industries of Idaho 

Illinois Manufacturers Association 
Indiana Manufacturers Association 

Iowa Manufacturers Association 
Associated Industries of Kansas 
Associated Industries of Kentucky 
Louisiana Manufacturers Association 
Associated Industries of Maine 
Associated Industries of Massachusetts 
Michigan Manufacturers Association 
Minnesota Employers Association 
Mississippi Manufacturers Association 
Associated Industries of Missouri 
Associated Industries of Montana 
Associated Industries of Nebraska 

New Hampshire Manufacturers Association 
New Jersey Manufacturers Association 
Associated Industries of New York State, Inc. 
Ohio Manufacturers Association 
Associated Industries of Oklahoma 
Columbia Empire Industries, Inc. 
Associated Industries of Rhode Island 
Tennessee Manufacturers Association 
Texas Manufacturers Association 

Utah Manufacturers Association 
Associated Industries of Vermont 
Virginia Manufacturers Association 
Association of Washington Industries 
West Virginia Manufacturers Association 
Wisconsin Manufacturers Association 


No group in the United States is more concerned with the economic 
welfare of our country and its people than the 40,000 employers whom 
the foregoing associations represent. 

Throughout the years, these associations have been the principal 
spokesmen for industry and business in the field of unemployment 
compensation, both in their State legislatures and here in Washington. 

If there is any procedure or plan that will bring prosperity to our 
citizens, certainly, those who employ people and sell their products 
to people would like to see that procedure adopted. 

Your committee now has a number of bills referred to you providing 
for the payment of Federal funds to people who have exhausted their 
unemployment-compensation benefits. Some of these bills provide for 
grants, and others for loans, to the States. 

Many similar bills have been before your committee in previous 
years. Each time, your committee has rejected any approach to Fed- 
eral control of the amounts or duration of benefits to be paid unem- 
ployed people. Your committee has consistently held that these are 
matters solely for the States'to determine. All the reasons you have 
had for your decisions in the past are equally applicable to the bills 
now before you. ° 
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These bills you are now considering would substitute the judgment 
of the Congress for the judgment of the State legislatures in the 
determination of unemployment-compensation policy. 

We do not believe that Congress should now assume this respon- 
sibility. Employers, whether they be manufacturers, merchants, in 
the transportation or service industries, or in any other business, are 
overwhelmingly and earnestly opposed to all of these proposals before 

ou. 
‘ We believe that these proposals, if enacted, will do irreparable harm 
to our whole unemployment compensation system. We believe that 
they would ultimately do far more permanent damage to our economic 
welfare than any possible advantage that might temporarily flow from 
such increase in spending as might result from the enactment of any 
of these bills. 

As you know, these are not unemployment-compensation bills. They 
are simply public-assistance bills in which it is proposed that the 
Federal Government go into a large-scale public-assistance program 
rather than leave that problem to the States and municipalities and 
to select certain citizens and give them certain sums of money for 
certain periods of time, regardless of individual need, and to the ex- 
clusion of a great percentage of the people of America. 

Unemployment compensation was never intended to be a relief pro- 
gram. It was instituted in 1935 in the middle of a depression. It 
was, and has remained until now, a State-administered program, based 
on the insurance principle of relating an individual’s prospective bene- 
fits to his earnings, with employers financing the insurance by con- 
tributions which are related to the individual’s earnings. 

Under that insurance principle, more than $8 billion of reserves 
have been built up by the various States to meet situations such as we 
now have. All the States have adequate reserves to meet any problem 
they may have now or in the foreseeable future with the exception of 
Alaska and Rhode Island, and possibly Pennsylvania. 

It is well known that by the terms of the Reed bill, Congress estab- 
lished a loan fund so that any State can borrow from the fund if it 
isin danger of temporarily running out of reserves. 

The fund available amounts to $200 million, and as you members 
of this committee know, Congress already has authorized by statute 
to appropriate almost another billion dollars to that fund. Your com- 
mittee deserves high commendation for the part it played in the 
establishment of this realistic and constructive loan program. 

The basic principles of unemployment insurance under which the 
States have worked out eligibility, disqualification provisions, benefit 
amounts and duration would all be cast aside by the present proposals. 
In their place we would, for the first time, get Federal intervention in 
the State unemployment benefits field. 

This could easily lead from one demand to another, and, a step at a 
time, lead our country into a wrecking of our present unemployment 
compensation system and change it into a dole system such as occurred 
in England in the 1920s. 

The philosophy of unemployment compensation is that when an in- 
dividual exhausts his benefit rights, he then has no further connection 
with the program, any more than the individual who has never worked 
in covered employment. Both of them are completely out of the plan 
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until they go to work and secure qualifying earnings in covered 
employment. 

Under the proposed bills an individual who has exhausted his bene- 
fits would be given additional benefits, financed by employers in some 
plans and all taxpayers in others, whether the claimant needed the 
benefits or not. 

At the same time many people who might need benefits more but 
who had not worked in covered employment would get nothing. This 
is simply a discriminatory “poor relief” program—for a favored 
group—not an unemployment compensation program. 

All of these proposals deal only with people who have exhausted 
their unemployment compensation benefits. 

The best figures we have are that the number of exhaustions for the 
first quarter of 1958 will not exceed 475,000. 

May I say I have listened to the testimony so far. And I am inter- 
polating it; I am putting it at the highest that anybody has put it 
so far. I have before you in this statement what the exhaustions have 
been in other times. 

In the third quarter of 1949 there were 534,000 exhaustees. 

In the fourth quarter of 1949 there were 591,500 exhaustees. 

In the first quarter of 1950 there were 730,100 exhaustees. 

In the second quarter of 1950 there were 528,000 exhaustees. 

In the second quarter of 1954 there were 469,000 exhaustees. 

In the third quarter of 1954 there were 505,000 exhaustees. 

Gentlemen of the committee, in those years with exhaustions larger 
or about the same as the first quarter of 1958, Congress did not get 
panicky or stampeded into even any serious consideration of such legis- 
lation as the present proposals. 

None of these proposals will create any new dollars. They will 
simply transfer dollars from the pockets of the taxpayers, or the cus- 
tomers of industry and business to a selected group of unemployed. 
No additional dollars would be created in the process and no addi- 
tional purchasing power would be created. 

Again we are hearing the arguments that we should spend ourselves 
into prosperity. Forgotten now is the lesson of the 1930's: 

In 1931, 8 million unemployed; 26 percent of the labor force. 

In 1932, 12 million unemployed; 23 percent of the labor force. 

Then came the years of pump priming. 

In 1933, 13 million unemployed; 26 percent of the labor force. 

In 1934, 11 million unemployed; 21 percent of the labor force. 

In 1935, 11 million unemployed ; 21 percent of the labor force. 

In 1936, 9 million unemployed; 17 percent of the labor force. 

In 1937, 8 million unemployed; 14 percent of the labor force. 

In 1938, 10 million unemployed; 19 percent of the labor force. 

In 1939, 9 million unemployed; 17 percent of the labor force. 

But now, in 1958, there are about 5 million unemployed, constitut- 
ing only 7 percent of the labor force. 

Members of the committee, I am utterly baffled by the current pro- 
posals that we must now, because 7 percent of the labor force is un- 
employed, depart from our established unemployment compensation 
system. Putting it bluntly, you are being asked to corrupt the basic 
principle of unemployment compensation and risk destroying the pro- 
gram for all time. 
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It is extremely important that the unemployment compensation 
program be preserved as a protection to employees for years to come. 
This much-needed protection will be weakened and conceivably elimi- 
nated if the present. program is converted and perverted into a relief 
system to deal with the recession of 1958. 

Gentlemen, if the Federal Government at this time can step in and 
change each State’s laws in the field of unemployment compensation, it 
is establishing a precedent whereby it can move in and change any 
other State law. We regard these proposals as a flagrant, unwar- 
ranted, and unnecessary invasion of States rights. 

Mr. Chairman and gentlemen of the committee, the employers of 
America are just as concerned with the current recession and its ef- 
fects upon our people as any group in the United States. 

They are just as humane—they are just as understanding—and they 
are just as interested in the problem as anyone. Their very survival 
depends upon a healthy economic climate. 

Employers want to preserve our unemployment compensation sys- 
tem intact for all the years to come. 

We plead with you not to be stampeded into weakening the best 
system 51 jurisdictions have worked out over the past 20 years in this 
highly complex and difficult field. 

‘We urge the rejection of all the pending proposals and we thank 
you in advance for your consideration of our views 

The Cuamman. We thank you, sir, for coming to the committee 
and giving us the benefit of the views of the Conference of State 
Manufacturers Associations. 

Are there any questions of Mr. Christenson ? 

Mr. Byrnes will inquire. 

Mr. Byrnes. I had heard that in the Middle West, at least in re- 

cent weeks, the number of claims, new claims, for unemployment com- 
pensation have been down. Is has been reduci ing. 

Mr. Curisrenson. Congressman Byrnes, that is true. In all of 
the States along the north, even Michigan, Wisconsin, Minnesota, 
Pennsylvania, Washington, and Oregon; and all the States where 
seasonal employment constitutes a great draw upon our funds, that 
has sharply fallen off. 

In your State of Wisconsin, week before last, initial claims dropped 
8,800 in the week. 

In our State of Minnesota, they dropped 3,300. 

I have no doubt but what initial ieee last. week dropped another 
10,000 or so in your State and perhaps another 5,000 in our State. 
I do not want to take too long about it, but I am sure nobody else 
will maybe ask this question of anybody. 

You have thousands of w orkers in the Northern States in the resort 
industries who start filing in September and October. In the con- 
struction industry, who start filing in November and December. Our 
highways are built in the summertime. Our buildings are mostly 
built in the summertime. 

And our benefit schedules are so high out there in the Middle 
West—$38 a week, which is equivalent to better than $60 working by 
the time you deduct your withholding and social security and your 
expenses | to get to and from work and your clothes and lunches and 
so forth—$38 is at least $60 working. 
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These thousands of people go in in the fall or in the late winter 
and they file for unemployment compensation. But now they have 
all filed. And our initial claims are dropping down tremendously 
in those States where seasonal employment is involved. 

That also applies to workers in canning factories, sugar-beet fae- 
tories, and so on and so forth. I think you will see a substantial 
falloff in initial claims throughout those States. 

And also thousands of people who are now drawing unemployment 
will be going back to work within the next 30 days in the construc- 
tion industry, at highway construction, and later in May and June 
in the resort industries, and in agricultural work, and so forth. 

We are now practically getting through the low ebb in our Middle 
Western States. 

The Cuarmman. Any further questions? 

Mr. Simpson will inquire. 

Mr. Srupson. Your objection is to the type of legislation; is that 
right ? 

Your objection is that it is a recognition of the needs or lack of 
needs in the different States? By that I mean, even granted a need 
for additional relief within a State, you still would not want it done 
in this manner, namely, by the Federal Government forcing upon the 
States certain criteria ? 

Mr. Curistenson. That is true, Congressman Simpson. 

And, in addition, we feel that if you start a precedent of moving 
into this field with Federal controls and interfering with the judg- 
ment of the 51 jurisdictions as to the duration, as to benefits, or as to 
anything else, you are taking the first step; as one of my friends put 
it, it is the iron hand within the velvet glove. You are taking the 
first step toward the break up of the States’ administration, the 
States’ rights, of 51 jurisdictions who are working their laws out as 
their people and their legislatures want them worked out ? 

Sure there are differences between governors and legislatures; and 
there are differences between governors and governors. But in the 
average instance in the United States, particularly in the industrial 
States, you get 6 months of unemployment compensation. In your 
State you get 30 weeks, which is more than 6 months. It is prac- 
tically 7 months. 

In addition to that, most of our benefits in the industrial States— 
Illinois, Michigan, Ohio, Indiana, Wisconsin, Minnesota, Pennsyl- 
vana—are all paying benefits which are equivalent to take-home pay 
of about $75 a week. 

We have done a tremendous job in the last 10 years, industry and 
labor working together in many States, to develop liberal benefits 
and long duration. 

New, if Congress now comes in and takes that right away from the 
States, you might as well just figure that in our opinion that in the 
future you are just going to have one demand after another and one 
step after another. 

hea this plan which has been worked out for the protection of our 
economy will be destroyed ultimately. 

Mr. Simpson. It seems to me though that the people who stand to 
lose the most under a federalization of the entire system, which you 
point out would be inevitable if we allow the Federal Government 
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under economic pressures to dictate to the States against their wishes, 
would be the workers themselves; particularly those in the highly 
industrialized States, who would lose more if we would tend to equal- 
ize the benefits, dollarwise and periodwise, all over the Nation. 

Mr. Curistenson. Mr. Congressman, as you go in—well, I agree 
with you 100 percent. And if you convert our unemployment com- 
pensation program into a relief program, you are going to do exactly 
what England did in the 1920’s, 

I know you men are familiar with it from many other years of 
testimony. But they started out in England in the 1920’s with a 15- 
week benefit. Then they raised it 20. Then to 52. Then eventually 
they made it for life. 

hey are removing all duration limitations. And by a period of 
10 or 12 years, it became nothing but a dole, and unemployment com- 
pensation in England was destroyed. 

Now, we have a fine program. As I pointed out in my statement, 
it is over $8 billion. 

Somebody this morning said it was almost $9 billion in reserve. 
Only a couple of States are in trouble and they can easily borrow to 
carry out their programs. 

Mr. Stupson. The States, however, as long as they retain the pres- 
ent jurisdiction, are, of course, familiar with the peculiar jobs incident 
to that State; and they can adjust the law to suit what a majority of 
the electorate of that State want ? 

Mr. Curistenson. That is right. 

In every State, as far as I know, they have provisions that as their 
fund goes down, the rate of their employer goes up accordingly to 
keep their fund solvent. 

Up to date no State in the 20 years has gone broke. Only Alaska 
got in real trouble. Although we recognize that Rhode Island right 
now is kind of hitting toward the bottom, I think they are down 
around to about 19 million now. 

Mr. Srmpson. I think part of that is the worker that is presently 
covered by what he believes to be insurance. Surely he wants that 
protected. 

This committee will consider that question, I am sure, to make cer- 
tain that his protection continues. I agree with you that the Federal 
Government should not step in beyond the point where we have gone 
with respect to dictating the level of benefits, the duration of the 
benefits, or particularly with respect to forcing upon a State that 
which concededly the State may not want. 

Mr. Curistenson. I certainly agree with you. 

Mr. Stmpson. That is all, Mr. Chairman. 

The Cuarrman. Mr. Machrowicz will inquire. 

Mr. Macurowicz. President Eisenhower has on several occasions 
urged the States to raise the levels of the unemployment compensation 
benefits. Do you agree with him? 

Mr. Curistenson. We, throughout the country, have been doing 
that for 20 years. 

Now, there are differences of opinion as to how high they should 
be raised. But in your State and mine and every other State that I 
know of—we have in our State, for example, never failed at a legisla- 
tive session to raise benefits to liberalize the law. I am not par- 
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ticularly impressed with the fact that President Eisenhower has made 
that recommendation or that any other President would. 

These things have to be worked out by the States, by legislatures, 
as to the problems in their States and as to what the people of their 
States think is fair, and not what any President thinks. 

Mr. Macnrowicz. The difficulty is when an attempt is made to do 
what President Eisenhower recommends, your association in most 
cases opposes the mee: attempt to increase the standards. 

Mr. Curistenson. I am delighted that you asked that. Maybe I am 
the only one. I don’t believe lam, But I have worked with organized 
labor in Minnesota every legislative session since 1945. From 1945 
to 1955, every bill on unemploy ment compensation in Minnesota was 
passed as a result of labor and management getting together on the 
agreed bills and letting the men on the floor know it. 

~The first time we were unable to do it was the last time at which 
we were only $2 apart. We havea record in our State of complete get- 
ting together. And we have not been in opposition to liberalizing 
measures. We have been recommending that the waiting period be 
reduced from 2 weeks to 1 week. We have recommended that the 
disqualifications as to pregnant.women, and so forth, be cut down to 
an additional 3 weeks waiting period. 

You cannot say, Mr. Congressman, that management is always op- 
posed to pans chao compensation, Sure we are trying to work 
out some well-balanced laws, but in State after State, management 


and their representatives are seeking to do a good job. The boys in 
labor are pretty good guys and the buys in business are pretty good 
guys. 

Mr. Macnrowtcz. I agree with you. 


Did your association want the social security bill in 1934 passed? 

Mr. Curisrenson. At that time I was practicing law in Wisconsin 
and I do not know. But I assume they were the same as other asso- 
ciations were at — time and were concerned about it. 

Incidentally, I understand that William Green, of the AFL-CIO, 
was opposed to social security in 1936. That does not prove any thing 
to me. 

Mr. Macurowicz. Do you now favor the unemployment security 
benefits ? 

Mr. Curistenson. Yes, sir; and so does most of the industry of 
America in my opinion. 

Mr. Macurowicz. I am very happy to hear that. I sincerely hope 
that your association will show some initiative in improving the in- 
adequate laws in most of the States in the United States as Presi- 
dent Eisenhower has recommended. 

Mr. Curistenson. Well, we will proceed to work on a State level as 
we deem best for the State of Minnesota. 

The Cuatrrman,. Any further questions? 

(No response. ) 

The CuatkMan. We thank you again, Mr. Christenson. 

The Cuamman. The next witness is Mr. Gayle Windsor, Jr. 

Would you identify yourself for the record by giving your name, 
address, and the capacity in which you appear. 
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STATEMENT OF GAYLE WINDSOR, JR., REPRESENTING ASSOCIATED 
INDUSTRIES OF ARKANSAS, INC., AND THE ARKANSAS STATE 
CHAMBER OF COMMERCE 


Mr. Wrnpsor. Mr. Chairman, I am Gayle Windsor from Little 
Rock, Ark. I am an attorney representing the Associated Industries 
of Arkansas. 

The Cuarrman. You are also a member of the State legislature; is 
that correct ? 

Mr. Winpsor. Yes. Ihave that honor; yes, sir. 

The Cuarrman. We welcome you to the committee. 

Mr. Winpsor. Gentlemen, I feel a certain kinship for this distin- 

ished committee and its members because I also am a member of a 
jee islative body. Iam a candidate for reelection. Iam keenly aware 
of that. So, I do think I have a great deal in common with you. 

I have been sitting here today greatly impressed by the complexity 
of the problems which confront you at the Federal level. I certainly 
would hate to have to make these decisions myself, although in a way 
it is only fair that you have the harder job. You get paid so much 
more than Ido. Our legislature meets every 2 years for 60 days. It 
has been suggested that that is too often. I get $1,200. The rest of 
the year, the other 2 years, I have to make a living some other way. 

Mr. Foranp. May I say that. you are a lucky fellow to get that much 
money. Our legislators in Rhode Island work for $5 a day for 60 
days in each year, and if they work longer than 60 days they get 
nothing. 

Mr. Winpsor. I am not complaining about my own salary. 

Mr. Kroon. As long as we are discussing the relative merits of serv- 
ice in State legislatures, the members of the Assembly of the State of 
New York just adjourned last week, which was on the 26th of March, 
and they meet every year from about the 5th of January to around the 
16th or 17th of March, and they receive an annual salary of $8,500. 

Mr. Wrinpsor. Gentlemen, there is little that I can add in the way 
of statistical data in the latest up-to-date figures which have been 
submitted today. 

We have a situation in Arkansas which is not at all similar to that 
which has been described this morning. On March 20, the adminis- 
trator of the Arkansas Employment Security Division announced 
through the newspapers that we are holding our own. Our claimants 
as of March 15, 1958, were only 15 percent higher than in 1957. We 
confidently expect that, with better weather, our unemployment rolls 
will decline. 

In 1957, a total of some $914 million was paid in benefits to our 
unemployed, which is only 4 percent higher than in 1954. However, 
I do recognize that in certain States there is unemployment, and, cer- 
tainly, we in Arkansas extend our most sincere sympathies to those 
individuals. 

We certainly do sympathize with them in their plight. But I 
want to give you the reaction that I, as 2 member of a State legis- 
lature, have to this whole proposition. I am not interested in this 
subject because Arkansas at the moment is not particularly hurting. 
I am interested as a matter of principle. The people in my State, 
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I find, after talking with them at length during the past 2 weeks, the 
people are wher. amazed to find that the States have aggregate 
reserve funds of about $814 billion. 

The word “exhaustion” has been used so loosely in recent weeks that 
it has created the impression with the man in the street, and even 
the newspaper people, that the States are approaching bankruptcy 
in their unemployment reserve funds. This is not the case. 

In our State, we have a reserve at present which would pay 4 
years of unemployment benefits at the 1957 level. We are not about 
to go broke. And the States that are in a delicate position with re- 
pret to their funds are eligible under existing law to borrow from 
the Reed loan fund. And my information is that only about 5 or 6 
of them have reserves of 5 percent or less as of the close of 1957. 

I would like to read just one short portion of my prepared state- 
ment. It is an excerpt from the Senate committee report of 1935 
which appears on page 2 of my printed remarks. This was the Sen- 
ate committee report in connection with the original act, of which 
title 9 established the present Federal-State system. 

Here is what the United States Senate committee said in 1935: 

Except for a few standards which are necessary to render certain that the 
State unemployment-compensation systems are genuine unemployment-compensa- 
tion laws and not merely relief measures, the States are left free to set up any 
unemployment compensation they wish, without dictation from Washington. 
The States may determine their own compensation rates, waiting periods, and 
maximum duration of benefits. Such latitude is very essential because the 
rate of unemployment varies greatly in different States, being twice as great 
in some States as in others. 

Gentlemen, I think that is an eminently sound presentation of the 
true principles of the State unemployment-compensation systems. 

The States, ironically, have been the ones who have had to fend 
off efforts through the last 20 years to convert an insurance system 
into a relief program. The pressure has all been from the other 
side. They have done an excellent job. They have accumulated 
these reserves of $814 billion. Those reserves were set aside for a 
rainy day. If the rainy day is here, we ought to use these reserves. 

Now, that brings me to my principal point. 

I have not been in politics long, but I think I have an understand- 
ing of what, to me, is an elemental proposition. No Governor and no 
State legislature is going to stir a finger to extend unemployment 
benefits as long as this committee has under consideration the type 
of legislation which is before it. Gentlemen, that needs no elabora- 
tion from me. 

Now, are the States able? They certainly are. With a very few 
exceptions, they have ample reserves of their own. 

Will they do it? In my opinion, they will quickly respond accord- 
ing to their own local needs and their own local requirements at the 
State level if it is made clear that the States will be expected to 
shoulder the responsibilities which they have been entrusted with 
during the past 20 years. 

The States have done a good job. They have been faithful stewards 
of these funds. If this is the time to use them, let’s let the States do 
it at the State level. I have repeatedly and publicly during the past 
2 weeks called for a special session of the Arkansas Legislature if our 
need requires it. 
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In 1957 we had a special session which lasted 3days. It cost slightly 
in excess of $18,000. We met. We passed the bill and went home. 
I think we can do a faster job than the Nationa] Congress. 

I think we can do it much less expensively. And I think, if our 

eople need this money, that it ought to be left up to the Arkansas 

neral Assembly and the legislatures of the other 48 States and 

jurisdictions to respond to the needs of their own people in a manner 
of their own choosing. 

The Arkansas employers have no objection whatever to liberalized 
benefits. We have repeatedly supported legislation, and our benefits 
were increased in 1949, 1953, and 1955. e employers had no ob- 
jection to the increased tax rates which will be the inevitable result 
of the liberalization or an extension of payment if they can continue 
paying the same kind of a tax and continue paying it to the State in 
the manner now provided under existing law. 

In 1957 I introduced 3 pieces of legislation which, among other 
things, would have eon a 28-percent increase in the benefit maxi- 
mum of our State law. It failed. But I am willing to try again. 

If our people now need more unemployment compensation, we can 
take care of our own problems in our own way. I appreciate the great 
honor it is to me to be able to come here and address you gentlemen. 

I have worked on this subject of unemployment compensation as a 
lawyer, as a member of our legislature. It is a subject not only of 
professional but of great personal interest to me. I conceive it to be 
of the utmost importance that we preserve, as a matter of principle, 
State control of State unemployment-compensation systems. 

Thank you. 

The Cuarman. We thank you, sir, for coming to the committee and 
giving us the benefit of your views and those of the Associated Indus- 
tries of Arkansas. 

Are there any questions of Mr. Windsor ? 

(No response. ) 

The Cuarrman. Your statement will be printed in its entirety in 
the record at this point. 

(The prepared statement of Mr. Windsor follows :) 


STATEMENT OF GAYLE WINDSOR, JR., REPRESENTING ASSOCIATED INDUSTRIES OF 
ARKANSAS, INC., AND THE ARKANSAS STATE CHAMBER OF COMMERCE, IN OPpposlI- 
TION TO H. R. 11326 anp OTHER PROPOSED LEGISLATION PROVIDING FEDERAL 
UNEMPLOYMENT BENEFITS To EXTEND THE DURATION oF STATE BENEFIT 
PAYMENTS 


Mr. Chairman, let me express my thanks to you and the other distinguished 
members of this committee for the opportunity of appearing to express my views 
on this subject. I have the conviction that the preservation of the responsibilities 
of the individual States in the financing, administration, and control of their 
respective unemployment-compensation systems is of paramount interest to our 
Nation from an economic and a political standpoint. 

I am special counsel to Associated Industries of Arkansas, Inc., in unemploy- 
ment compensation matters. For the purpose of this hearing I am also speaking 
for the Arkansas State Chamber of Commerce. These 2 groups have a com- 
bined membership in excess of 1,500 employers, practically all of them being 
covered by the Arkansas Employment Security Act. 

My experience in the field of unemployment compensation extends back to 
the earliest days of the program. As a youth I was an employee of the original 
Arkansas Unemployment Compensation Division, established in 1937. After 
World War II, and particularly since 1948, I have had rather wide experience 
in the field as an attorney and also as an employer representative on the Arkansas 
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Employment Security Advisory Council. I have appeared before courts and 
administrative tribunals in unemployment benefit cases involving both claims 
and tax issues, and my clients have included employees as well as employers, 
As a member of the Arkansas House of Representatives, I have drafted and 
introduced unemployment compensation legislation, and debated the subject 
before committees and on the floor of the house. 

My statement today is not intended to reflect the interests or viewpoints of 
any one segment of our citizens, but is offered in the spirit of what I genuinely 
feel to be in the best interests of all. 

I am going to assume, without further analysis or discussion, that in some 
areas of the Nation severe and abnormal unemployment does exist at present, 
However, as I shall point out later, the situation in Arkansas does hot follow 
this pattern. My information is that the worst unemployment is concentrated 
in about nine States which are heavily industrialized and inherently more 
vulnerable to fluctuations in employment. 

However, granting that conditions approaching an emergency do exist in 
some States, the question which we are confronted with here seems to me to be 
one of principle: Which is the proper agency or instrumentality—State or 
Federal—to cope with the problem; and, are the States able and willing to meet 
the problem, with their own resources; and, finally, will Federal aid, in the 
form of so-called supplemental benefits, mean the federalization of the present 
State unemployment insurance programs? 

My answers to these issues are: The States are the proper agencies to meet 
the problem; they are able to do so financially, and would be willing to do so 
under the conditions I shall mention later; and that Federal benefits, in any 
form, will be the immediate prelude to full federalization of the State programs. 


UNEMPLOYMENT COMPENSATION IS A STATE PROGRAM AND SHOULD BE KEPT THAT WAY 


It is evident from title IX of the original Social Security Act (1935) that the 
framers of the Federal-State unemployment benefit program envisioned an in- 
surance program to be financed and administered by the States, as contrasted 
with a relief program financed and administered by the Federal Government. 
The Senate committee report of 1935 states: 

“Except for a few standards which are necessary to render certain that the 
State unemployment compensation systems are genuine unemployment compensa- 
tion laws and not merely relief measures, the States are left free to set up any 
unemployment compensation system they wish, without dictation from Washing- 
ton * * *. The States may determine their own compensation rates, waiting 
periods, and maximum duration of benefits. Such latitude is very essential be- 
cause the rate of unemployment varies greatly in different States, being twice as 
great in some States as in others.” 

I believe it very significant that, although this legislation was passed in the 
wake of the most severe and prolonged unemployment our country has ever 
experienced, Congress nevertheless viewed unemployment benefits in the classic 
sense of being merely temporary replacement of part of the wage loss resulting 
from the sudden shock of involuntary unemployment. It has never been openly 
contended that unemployment benefits are a satisfactory substitute for jobs; and 
from an economic standpoint there is a serious question as to whether it is 
an effective “pump-priming”’ device—aside from the very doubtful question of 
whether it should be used in that manner. 

The basic issue then and now is: Insurance or relief? One of the most ironic 
developments during the past 20 years is that the pressure for converting an 
insurance program into a relief program has come from the Federal side—not 
the State’s. The story of the Federal-State relationship in the field of unemploy- 
ment compensation systems, since 1939, has been a story of repeated efforts on the 
part of Washington to encroach, dominate, and threaten the States into conform- 
ing to Federal ideals respecting benefit formulas, disqualifications, tax rates, 
financing, and administration. 

The States began collecting taxes from employers in 1937. Benefits were not 
paid until 1939. Shortly thereafter, the war years absorbed most of our surplus 
labor and benefit payments were nominal. Drastic unemployment was predicted 
at the close of the war, but it failed to materialize. The unemployment reserve 
funds of the States were in a good shape—embarrassingly so to those who were 
pessimistic about the ability of the States to maintain their own programs. 

Then began the era of the continual debates over minor refinements in the 
provisions of the various State acts reiating to eligibility requirements, dis- 
qualifications, and similar questions. 
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I believe most of us—particularly if we recall the great depression years— 
have a mental image of an unemployed person as a man, the head of a family, 
with a wife and children, a mortgage, and car payments to meet. This is a 
stereotyped conception which almost automatically comes to mind when we hear 
or read about the unemployed. If we were dealing only with this type of indi- 
vidual, most of the problems connected with the adequacy of benefit amount and 
duration would melt away. Unfortunately, it is not that simple. 

Beginning in 1947 and continuing thereafter until the present time, I have 
participated in literally dozens of meetings, conferences, negotiating sessions, 
panels, and other meetings in which the sole topics of discussion were with 
respect to the benefit rights of claimants who quit voluntarily; were discharged 
for misconduct; quit to enter scliool; or become self-employed; claimants who 
were actively engaged in a labor dispute, and demanding benefits while walking 
the picket line (financed by the employer, of course, through payroll taxes) ; 
female claimants who quit to follow their husbands to another place of residence, 
or because of pregnancy; claimants who retired voluntarily, and claimed unem- 
ployment benefits along with their company pensions and their social security, 
and other similarly weighty questions. 

The question was not whether or not these individuals should or should not 
receive unemployment benefits. It was how soon they should get their benefits 
after quitting, discharge, and so on. The argument was whether the waiting 
period should be 4, 6, 8, or 10 weeks, and in our absorption we forgot the basic 
and original purpose of unemployment compensation. 

Therefore, | firmly believe that we should at all times keep in mind what we 
are talking about when we refer to the unemployed. And when it is proposed 
that the Federal Government should intrude itself into a field heretofore exclu- 
sively reserved to the States, it should be remembered that these “supplemental” 
Federal benefits will be paid in a considerable proportion to individuals who have 
only the most casual attachment to the labor market, even in normal times. I 
refer to the semiemployables, the semiretired; housewives who work only part 
time, by choice; noncovered workers who are interested only in seasonal em- 
ployment ; young people living with their parents, and without dependents or other 
responsibilities: and, that ever-present group of marginal workers who are 
chronically unemployed, even in the best of times. To these, extended Federal 
benefits would not be insurance, or even relief. It would be a windfall. 

These matters may seem trivial in comparison with the extent of the present 
unemployment, but I mention them to point out that, in the past decade when the 
States have been engaged in the improvement and refinement of their unemploy- 
ment compensation laws, they have been handicapped to a large extent by con- 
stantly increasing Federal pressure to “liberalize,” or “strengthen,” or “broaden” 
their benefit formulas, and other provisions, to fit the Federal mold. As part of 
this pressure. I include the so-called Presidential recommendations which have 
been urged upon the States in recent years, and proposals to incorporate minimum 
Federal standards as to weekly benefit amount and duration of payment. 

This pressure has been resisted, and the Presidential recommendations for the 
most part ignored, because of the simple fact that the States have deemed it un- 
wise and imprudent to convert their insurance programs into welfare or relief 
programs. I am convinced that their attitude remains the same today. 

In any event, we have the States to thank for accumulating aggregate unem- 
ployment reserve funds of almost $9 billion. We can afford to be liberal—at this 
time—with the truly deserving claimants. If the time is here for the first real 
testing of the State systems, I am confident that, if left alone, they will be ade- 
quate to the occasion. 


GREAT PROGRESS HAS BEEN MADE BY THE STATES 


As of the close of 1957, only six States and Alaska had reserves of 5 percent 
or less of their total taxable payrolls. 

In 27 States or Territories, reserves as of that date were from 8 percent up to 
as high as 13.4 percent. The average nationwide reserve ratio, as of the end of 
1957, was 7.7 percent. I do not claim to be an actuary, but it does seem to me 
that the State reserves are in excellent condition. Furthermore, it is to be 
remembered that heavy benefit charges during 1957 will cause rate increases in 
1958, under existing State laws. 

Those States which do have reserve levels which are at the danger point have 
been in that condition chronically, and for reasons not associated with the present 
recession. They are eligible for aid from the Reed fund, under existing law. 
There is a reinsurance fund of $200 million for this purpose. 
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In Arkansas, 1957 benefit payments were only 4 percent higher than in 1954, 
The administrator of our employment security division announced on March 20 
that we “are holding our own pretty well.” On March 15 there were 16,829 
drawing benefits, as compared with 17,333 the previous week. In the Little Rock 
area, employment is above last year and the rate of weekly pay in manufacturing 
also is higher. 

We in Arkansas are certainly concerned, and extend our sympathy to, the 
unemployed in those States which have been hardest hit by the current recession, 
However, the fact remains that there are adequate financial and other resources 
available at the State level to meet the situation, and their remedy and relief 
lies in their own hands. 


ARE THE STATES ABLE AND WILLING TO ACT? 


There can be no serious contention that the State unemployment reserve funds 
are weak or inadequate. 

It is a comparatively simple matter to call a special session to amend a State 
unemployment compensation law. No new questions of a constitutional nature 
would be thus presented—let me remark, parenthetically, that much of the 
legislation which has been recently introduced in Congress, to my notion, would 
present serious constitutional obstacles—a State would be absolutely free to 
extend its duration, and increase maximum weekly benefit amount, to any degree 
deemed advisable. The reserve requirements which regulate employer's tax rates 
could be reduced, to avoid severe tax increases at a time which would possibly 
create a burden on employers. In other words, all of these actions are open 
to the States, if they choose to use the uneniployment reserve funds which have 
been built up so patiently over the past 20 years. 

There would be no need to wait on Congress, or experiment and tinker with 
new plans during a time of crisis, when speed is important. Arkansas held a 
special session of its legislature in 1957 which lasted 3 days, and costly slightly 
more than $18,000. During the past 2 weeks, I have repeatedly and publicly 
called for a special session of the Arkansas Legislature, if there is a genuine need 
for action deal with our unemployment situation. 


THE STATES ARE ABLE AND WILLING—IF 


The present inaction at the State level is the direct result of the publicity 
we get daily from Washington, where the prospect of “free” Federal benefits is 
being offered as an inducement to the States of an inexpensive and painless way 
to solve the unemployment problem. 

We have been so conditioned to Federal largess that we tend to think of the 
United States Government as an entity separate and apart from the component 
States and citizens thereof. It is a fact of political life—and needs no elabora- 
tion from me—that no Governor or State legislature is going to take any action 
whatever, as long as our two great political parties in Washington continue 
their attempts to outbid each other in offering Federal “supplemental” benefits. 
It would be difficult, if not imposstble, to explain to my constituents that Federal 
money always has a string on it; and that the National Government has no 
resources which were not first extracted from the States. 

I believe it somewhat incongruous that the Federal Government proposes to 
devote $800 million to the payment of supplemental unemployment benefits, while 
the States have almost $9 billion in reserves ; and it was necessary only recently 
to raise the national debt limit by $5 billion. If there is a legitimate and proper 
place for Federal aid, it is not in the field covered by and reserved to the State 
unemployment compensation programs. 


TAXPAYER-EMPLOYERS DO NOT WANT FEDERAL AID 


It has been suggested in some quarters that employers, who finance the State 
unemployment programs through payment of payroll taxes, would oppose a 
Federal “loan” for unemployment benefits because such a loan would have to be 
repaid. Alternatively, employers would presumably have no objection to an 
outright Federal “grant” for such purposes. It is my considered opinion that 
such thinking is completely erroneous. During the past several weeks I have not 
found one employer who, after understanding the issues, did not react instantly 
and vigorously in opposing Federal aid in any form—however disguised or 
sugarcoated. Never have I observed such complete unanimity among employers 
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on an issue of this nature. They are perfectly willing to continue to pay taxes 
and finance a State program, under State control—in good times or bad—but 
want no part of Federal aid in any shape, form, or fashion. 


CONGRESS SHOULD SUSPEND ACTION 


When the present business slump first began, we were assured from high places 
in Washington that there was no cause for concern. 

Now, almost overnight, Federal aid is proposed as a solution to a group of 
startled States which have had no time whatever to take action. 

If legislation is passed which provides “supplemental” Federal unemployment 
benefits, the States will be forever, and unjustly, stigmatized as being either 
derelict or parsimonious in dispensing their own unemployment funds. An 
extravagant pattern of benefit standards would be created, which would make it 
difficult if not impossible to accumulate reserves during times of prosperity. 
The inevitable result of Federal aid is Federal control. That is a truism of 
American economic and political history. 

I have proposed, and repeat here, that the United. States Congress should 
suspend all action on these bills which contemplate the payment of Federal aid, 
loans, grants, or supplemental benefits, to the unemployed covered under existing 
State unemployment compensation laws. If it is made plain that the States 
will be expected to initiate their own solutions, by the utilization of their present 
large reserve funds, then the program will be allowed to function in the manner 
originally intended by the United States Congress. 

In conclusion, I would like to thank the members of this committee for their 
courteous attention. Although my State is not very wealthy, or highly indus- 
trialized, we have made great strides in building a firm base for the new industry 
which is finding Arkansas increasingly attractive. I firmly believe that our 
situation with respect to volume of unemployment, and the condition of our 
unemployment reserve fund, is typical of a great number of other States. I 
earnestly urge this committee not to approve any hasty, ill-conceived action which 
would impair and eventually destroy the present State unemployment compen- 
sation systems. 


The CuatrrmMan. Our next witness is Mr. Norris W. Ford. 


Will you give us your name for the record, and your address and 
the capacity in which you appear today. 


STATEMENT OF NORRIS W. FORD, EXECUTIVE VICE PRESIDENT, 
THE MANUFACTURERS ASSOCIATION OF CONNECTICUT, INC. 


Mr. Forp. Mr. Chairman, my name is Norris W. Ford, and I am 
executive vice president of the Manufacturers Association of Con- 
necticut, Inc. 

The CHarrMAN. You are recognized, sir. 

Mr. Forp. I have been asked by Mr. William B. Cafky, executive 
vice president of the Connecticut State Chamber of Commerce, to tell 
you that his organization endorses fully the statement that I am about 
to make. 

Mr. Cafky is present in the room at this time. 

Our association has been in continuous operation since 1815, Our 
membership is comprised of slightly over 1,800 manufacturing com- 
panies all doing business in the State of Connecticut. 

These companies employ about 95 percent of the persons engaged 
in manufacturing activities in this State. 

We have been unable to secure copies of many of the bills proposing 
Federal supplementation of unemployment compensation payments, 
including those covering the President’s recommendations. Under 
these circumstances, I wish to direct my remarks to the general subject 
of the effects of Federal supplementation of State unemployment 
compensation systems. 
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Our association is opposed to the idea of the Federal Government 
using the State unemployment compensation plans as an instrument 
for providing a measure of relief to a select group of unemployed 
people. 

The proposals to extend State benefits is inequitable and appears 
to be based on the theory that the only people suffering from the busi- 
ness recession are those who have exhausted their unemployment bene- 
fits. We cannot subscribe to this supposition. The Connecticut labor 
commissioner recently stated that 34.8 percent of the unemployed in 
Connecticut are not unemployment compensation claimants. 

A considerable number of these are not “exhaustees.” They work 
in agriculture, as domestics, and other uncovered employment. ‘They 
should not be treated as second-class citizens. 

We firmly believe that any further invasion by the Federal Govern- 
ment would upset and disrupt State unemployment systems and would 
hamstring State legislatures in their efforts to deal with unemploy- 
ment problems. Here are a few of the many objections to these 
proposals. 

(1) As an indication of the immediate effect that even preliminary 
consideration of congressional action in this field has on State gov- 
ernments, let me cite the present situation in Connecticut. 

On February 13, 1958, Governor Ribicoff called a special session of 
our general assembly to convene on March 4, 1958, to consider the 
unemployment problems. He made three preliminary recom- 
mendations: 

(1) Increase and extend unemployment-compensation benefits. 

(2) Speed up highway projects. 

(3) Accelerate public-works programs. 

Our general assembly met and held hearings on over 100 bills be- 
tween March 11 and March 20. Because of the utter confusion that 
resulted from reports concerning congressional proposals to make 
either grants or loans to the States to extend unemployment-compen- 
sation payments, it was voted to recess our legislature until April 8 to 
see what happens in Washington. We could hardly have a more 
graphic example of just how the entrance of the Federal Government 
into the unemployment-compensation field would interfere with the re- 
sponsibilities of State governments. The same influence is unques- 
tionably being felt in the other industrial States with the same kind of 
problems. 

(2) Although the present unemployment is not confined to any par- 
ticular section of the country, it is evident that the more highly indus- 
trialized States have the greatest unemployment. Like Connecticut, 
these States are paying high benefits; they have large unemployment 
reserve funds; and they have legislatures elected by their people who 
are presumably competent to judge the unemployment problem in their 
State. 

(3) There has been no demonstration that the States are in need 
of either grants or loans. Under the Reed bill (Public Law 567), 
passed by Congress in 1954, the Federal Government has a $200 million 
administrative fund which may be used to advance money for the pay- 
ment of unemployment claims to States whose own unemployment 
reserve funds have been depleted. 

There is authorization in the Reed bill for Congress to appropriate 
about another billion dollars to this loan fund. We venture the opin- 
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ion that this fund will prove adequate for its stated purpose. In any 
event, over a period of years, the States have built uP their own unem- 

loyment reserves which amount to between $8.5 billion and $9 billion 
om which unemployment benefits are now being paid. 

The Federal Government has no such reserve. ‘The taxing resources 
of the Federal Government which are, of course, based upon the 
wealth and earning capacity of the people are no more and no less 
than those of the 48 States. 

Indeed, in a State like Connecticut, whose people have greater than 
average wealth and earning power, the per capita tax resources of 
the State are much greater than the per capita tax potential of the 
Federal Government. 

As a matter of fact, the President’s plan acknowledges this State of 
affairs by putting any Federal “advances” in the form of repayable 
loans by the States with the penalty for failure to repay on time being 
imposed, not upon the taxpayers of the country as a whole, but upon 
the employers of the borrowing States. 

(4) Any proposal to extend the Federal benefits beyond the period 

rovided in State laws would penalize the business taxpayers in 
Tenecticut by requiring them to finance benefit systems in States 
with less liberal laws—with the most help going to the least liberal 
States. 

(5) A Federal subsidy of this kind will almost unquestionably de- 
stroy stabilization incentives such as benefits determined by “experi- 
ence rating”—either the Federal subsidy will continue and gradually 
replace the State systems, or the State systems will become so expen- 
sive that they can only be supported by high uniform tax rates. 

(6) The problem of unemployment is essentially a matter which 
must be handled on a local basis. The economies of no two States are 
alike. Some are essentially farm States; others like Connecticut are 
primarily industrial States. 

It is for this reason that the unemployment systems have been 
established on a State-by-State basis. The proposal to standardize 
the treatment of essentially different problems, which is the essence 
of Federal intervention, is, therefore, unworkable and could only re- 
sult in undermining the existing systems. 

(7) All of the proposals before your committee contemplate that 
the Federal Government shall become a partner with each of the 
States in its unemployment system. 

Although some of these proposals appear to limit the initial inter- 
est of the United States to the mere advancement of Federal money, 
our common experience warns us that in this sort of arrangement, the 
compulsion on the part of the more oe of the partners to take 
over the management will sooner or later become irresistible. 

In the field of unemployment compensation, this is particularly 
dangerous. An unemployment system is in its very nature a highly 
technical subject. 

The unemployment systems of the States have over the years built 
up a trained personnel who understand and can operate the system of 
their particular State. The Federal Government has no comparable 
experience or knowledge of these matters. There is, therefore, a very 
real danger that the heavy and unskilled hand of Congress could 
easily wreck these systems through sheer lack of understanding of the 
problems involved. 
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In conclusion, may I suggest that any relief that Congress may 
see fit to grant ‘to the unemployed should be made on a basis com- 
pletely independent of our State unemployment compensation 
systems. 

The mere fact that the unemployment compensation systems are 
a convenient tool to be taken over by the Federal Government siould 
not be controlling. Federal encroachment on normal State preroga- 
tives has already gone too far. 

It should be borne in mind that unemployment compensation funds 
are made up entirely from contributions by employers. Twenty- 
nine States, largely those most highly industrialized, now provide 
benefits for a maximum of 26 weeks or longer. Unemployment com- 
pensation was not designed to provide long- term relief. Employers 
should not be required to finance a business recession. When claim- 
ants exhaust their benefits and require additional financial assistance 
they should become a public responsibility. 

Thank you, Mr. Chairman. 

The Cuamman. Mr. Ford, we thank you, sir, for giving us the 
benefit of the Connecticut Manufacturers Association’s views. 

Are there any questions / 

Mr. Sadlak will inquire. 

Mr. Sapiak. I feel sure that Mr. Ford has made a very complete 
and succinct paper and has very well summarized the situation which 
we are confronted with in the States. You heard me ask Governor 
Williams this morning, Mr. Ford, about a possible breakdown of 
the number of unemployed. Do we have such a breakdown in the 
State of Connecticut ? 

Mr. Forp. Well, we have some recent reports from the State com- 
missioner of labor. The last one states that: 

Unemployment claims taken in the local offices of the Connecticut employment 
service division declined to 66,441 during the week ending March 22 from 
72,559. 

That is a decline of about 6,000 during that particular week. 

The total number of claims in the State is contended to be by the 
labor commissioner about close to 90,000. 

Mr. Sapiax. Out of a working force of about 850,000 ? 

Mr. Forp. That is right. 

Mr. Sapitax. Does the breakdown have husbands, wives, and chil- 
dren in the families who are out of work? There is no such break- 
down ! 

Mr. Forp. No, sir. 

Our legislature tried to get a breakdown of that kind and the 
commissioner stated it was not available. 

Mr. Sapiak. You mentioned that the Connecticut Legislature had 
been called into special session to deal with the unemployment situa- 
tion. They have now recessed until April 8 hoping that the Congress 
will take action during that short time. 

The timetable as far as I can guess at it would do no good for the 
next week if the legislature were to be guided by it, because as I see 
it, it would be hard to get a bill through this House and the Senate 
before about the 15th of June or the Ist of July. Then it would take 30 
days to set it up. So, it would be the Ist of August before any help 
could be given. 
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Therefore, any immediate help or assistance should be given in the 
State of Connecticut by the National Government. 

Are you also of the same feeling as Mr. Cooper who came here rep- 
resenting the Michigan Manufacturers Association, that whatever the 
Connecticut Legislature should do in this matter, that the people 
whom you represent are ready to go along with it because you feel that 
they know the situation much better than anyone in Washington ? 

Mr. Forp. Well, Mr. Congressman, we have in Connecticut, as you 
know, the most liberal unemployment compensation benefits of any 
State in the country. We do not feel that the State of Connecticut 
should distance the field. We think that our present position being 
as liberal as it is we should stay there until some of the other States 
possibly catch up with us. 

Mr. SapLak. Vou feel that if the legislature, if they should feel that 
some liberalizing is required, the people whom you represent are ready 
to go along with that? 

Mr. Forp. Well, we would have to go along with that, Congress- 
man. We have no choice. 

Mr. SapiaK. Do you feel they can better deal with the situation 
than the Congress can because it is a matter that has been a State 
program for some 20 years, and they have built up an excellent pro- 
gram in Connecticut, and the manufacturers there feel that it ought 
to remain there ? 

The administration and any additional help to people who are un- 
employed ought to get it from their own State, rather than depending 
upon Washington taking care of their problem ? 

Mr. Forp. Very definitely. 

We feel confident that Connecticut is well able to finance any unem- 
ployment or any welfare that is needed in the State of Connecticut. 
And we certainly do not feel that Federal grants are in the form of 
manna from Heaven but quite the reverse. 

Mr. Saptak. I might mention this: That in the bill that has been 
presented by the administration, that experience rating would not in 
any way enter the picture. I think our experience rating in Connecti- 
cut has certainly been ideal; has it not? 

Mr. Forp. I believe it has; yes, sir. 

And we are fearful, though, that you just can’t take a uniform set 
of principles or rules and superimpose them upon these State systems 
without wrecking them. 

Connecticut has a system that is unlike any other in the country. 
We are very fearful that there might be things in any uniform set of 
rules that would seriously upset it. 

Mr. Saptak. Mr. Chairman, Mr. Harvey Spaunburg has written a 
letter to the clerk on March 27 which very much endorses what Mr. 
Ford has stated in his presentation today. I would ask to have that 
letter follow the presentation of Mr. Ford. 

The Cuarrman. Without objection it will be included in the record. 


VEEDER-Roort, INc., 


Hartford, Conn., March 27, 1958. 
Leo IRWIN, 


Clerk, House Ways and Means Committee, 
House Office Building, Washington, D. C. 


Dear Sir: We look with dismay at the various proposals now before Congress 
to supply a Federal supplement to the existing State unemployment benefit pro- 
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grams. We feel that the present Connecticut unemployment compenye.cion sys- 
tem is perfectly adequate. 

Our program now in operation in Connecticut is so arranged that the fund 
available for benefits has remained for over 10 years at or near a fixed percent- 
age of the total annual payroll of the contributing employers. When times are 
good, there are relatively low withdrawals and the contribution rates are 
lowered. When times are bad, the reverse is true. In the 20 years since its 
inception, the fund has never been exhausted. A 3-year rolling average is used 
to level out short-term variations. In addition to this, each employer is ranked 
among all the other employers and charged in accordance with the volume of 
claims entered by his employees in the preceding 3 years. In this manner the 
employer who can maintain stability of employment (and whose employees draw 
only lightly from the fund) is charged a lower rate than the employer with the 
fluctuating payroll. 

This delicate system of checks and balances and incentives has kept the fund 
adequate for over 20 years without letting it get unduly large or putting an 
unreasonable burden on the employers. It stands at about 11 percent of the 
total annual payroll. The Connecticut plan pays larger total unemployment 
benefits than any other State. 

We operate an unemployment fund established by and for the people of Con- 
necticut, disbursed at rates and for periods set by the State’s legislators, and 
over the past 20 years perfectly able to meet the demands placed upon it. We 
see no reason why Federal funds (taxed from those very same people) are 
needed at this time. If the Connecticut Legislature, now in special session, de- 
termines that the Connecticut system requires more funds from the Connecticut 
employers, or even larger benefits for Connecticut’s unemployed, they will so 
vote. Weare ready, willing, and qualified to decide to pay for benefits for our own 
unemployed. We do not feel qualified to decide on the benefits that should 
be paid in other States and see no reason why we should pay for them. 

We respectfully urge your committee to vote against the bills proposing Fed- 
eral intervention into the area of unemployment compensation. We have a 
program proven over 20 years to be adequate and fair to both employers and 
employees. 

Very truly yours, 
HARVEY SPAUNBURG. 


The Cuarrman. Mr. Harrison will inquire. 

Mr. Harrison. Mr. Ford, you are familiar with the 2 methods of 
approach in these 2 bills? 

Mr. Forp. Yes, sir. 

Mr. Harrison. As between the two methods, what do you have 
to say ? 

Mr. Forp. Well, Mr. Harrison, to me that is almost like saying 
which kind of poison do you prefer. We do not like either one of 
them. We do not either want a loan or grant. We do not think that 
the Federal Government is necessary in either of these fields at this 
time. 

Mr. Harrison. You have no choice between an outright grant and 
an arrangement under which the Federal Government could enter 
the field in the absence of an agreement of administrative fund ? 

Mr. Forp. We are so completely opposed to both ideas that I 
wouldn’t care to express any preference. 

Mr. Harrison. And there is no difference between them ? 

Mr. Forp. No, sir. 

The Cuarrman. Thank you, sir. 

Mr. Macurowicz. When Governor Williams was on the stand ear- 
lier today, he was asked a question about what the Michigan debt 
was. At that time he did not have the available figures. 

Governor Williams is now in the hearing room and has asked that 
these figures be placed in the record. He is available to explain them 
if necessary. 
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The figures for 1956 are as follows: 

The total State and local debt, $1,536 million. The total State debt 
alone was $519 million, of which $199 million is faith and credit debt; 
$320 million is self-liquidating, such as the Mackinaw Bridge debt 
which is paid out of tolls. I ask unanimous consent that those figures 
be placed in the record at the appropriate place where the question 
was asked. 

The Cuarrman. That will be done. 

The next witness is Jarvis Hunt. 


STATEMENT OF JARVIS HUNT, GENERAL COUNSEL OF THE 
ASSOCIATED INDUSTRIES OF MASSACHUSETTS 


Mr. Hunt. Mr. Chairman, and members of the committee, my name 
is Jarvis Hunt. I am general counsel of the Associated Industries of 
Massachusetts and my business address is 2206 John Hancock Build- 
ing, Boston, Mass. 

The Associated Industries of Massachusetts is a voluntary associa- 
tion representing manufacturing concerns doing business in the Com- 
monwealth of Massachusetts. We represent approximately 2,000 
manufacturers comprising 85 percent of the industrial payroll of the 
Commonwealth. 

At the meeting of the AIM executive committee held in Boston 
on March 20, 1958, I was directed to appear before the House of Rep- 
resentatives Committee on Ways and Means in these hearings and 
offer this statement on behalf of the Associated’ Industries of Massa- 
chusetts in unqualified opposition to H. R. 11326 and H. R. 11327 
providing for the Federal extension of State unemployment benefits, 
and further, in unqualified opposition to any proposal, conceived now 
or in the future, which usurps States rights by permitting the iron 
arm of federalization to destroy our State employment security sys- 
tems of 20 years standing. 

The AIM position is Saned upon the recognition that: 

1. State-administered employee-financed unemployment systems, 
proven through 20 years experience encompassing 2 depressions, 
now provide a greater percentage of weekly wage loss replacement for 
beneficiaries than any other Federal or State program. It is doubtful 
that a Federal program of unemployment compensation would im- 
prove this record. 

2. Federal funds earmarked under the Reed loan fund as a safe- 
guard against depletion of individual State reserves should be main- 
tained for that purpose. Unwise spending of these moneys for the 
extension of benefits would endanger the current system. 

3. The State reserves in accumulation represent approximately $9 
billion. If, at this level of reserves available to pay benefits, the in- 
dividual State legislatures have deemed it unsound to extend benefits, 
it would appear also wise for the Federal Government, without ade- 
quate funds available for benefit payments, to concur with the judg- 
ment of State legislatures. 

4. Since current unemployment is concentrated generally in 9 
major industrial States, an expensive “emergency” program spread 
across all 51 jurisdictions would seem unnecessary. 

5. State administrators and legislatures are very close to current 
economic conditions and very much aware of local problems. At this 
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very moment, most State legislatures are studying proposals for in- 
creasing benefit levels and duration. 

6. A review of the Massachusetts situation (being one of the 10 
leading industrial States), herein presented, shows that Federal aid 
and/or interference is totally unnecessary. 

The Massachusetts employment security law was enacted in 1935, 
and through periods of high and low unemployment provided benefits 
to the unemployed at a total cost to Massachusetts employers in ex- 
cess of a billion dollars. This is proof of the extent to which Massa- 
chusetts employers, in a highly industrial State, have recognized 
their responsibility to the unemployed. 

Let us consider some facts and figures which vividly portray the 
Massachusetts situation : 

1. From every aspect, unemployment claims in Massachusetts during 
the first quarter of 1958 were substantially below those jn the worst 
quarter of 1949. For example, the total number of new claims filed 
each month in the first quarter of this year was approximately 28 
vercent below the 1949 figures. Weekly new claims were 22 percent 
halow? 1949, and weekly continued claims (indicative of sustained 
unemployment) were 28 percent below 1949 figures. 

2. The Massachusetts unemployment compensation trust fund avail- 
able for the payment of benefits after payment of benefits in the worst 
quarter of 1949 stood at $143 million. It reached an alltime high of 
$321 million in November of 1957 and now stands at the substantial 
figure ef $294 million. 

3. Giving proper evaluation to basic weekly benefits and “fringe 
benefit” provisions (dependency allowances, partial earnings exemp- 
tion, average weekly wage limit on benefit amount, et cetera), the 
Massachusetts employment security law is the most liberal in the 
Nation. 

4. The average employer tax rate for Massachusetts in 1957 was 
approximately 1.6 percent. Only 9 other States had a higher average 
rate and only 3 out of the 10 leading industrial States had a higher 
average tax rate. 

Under the current benefit system in Massachusetts, an increase in 
unemployment or a prolonged duration of the present unemployment 
level would mean the loss of experience rating to Massachusetts em- 
ployers. 

Massachusetts employers are well aware of this and are prepared 
to do their part in providing benefits for the unemployed. Any Fed- 
eral law, however, which imposes an added burden upon the Massa- 
chusetts system would result in Massachusetts employers paying a 
contribution rate beyond any reasonable expectation. It is our con- 
sidered opinion that any such change in our system and any such 
burden imposed upon Massachusetts employers should come about 
only through the due process of a change in the State statute. 

It is obvious that an extension of the duration of benefits under 
the present State systems will be financed entirely by the employer, 
This is true whether the States repay any Federal loans from their 
present funds or through additional employment-security contribu- 
tions. 

If an extended duration should be necessary to meet the demands of 
a recession, the burdens should not be borne by the employer alone. 
Consideration should be given toward a small employee contribution 
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to meet in part the expenses of caring for the less fortunate employees. 
To saddle the entire cost upon employers would jeopardize their abil- 
ity to continue employment and so prolong the recession, 

We submit, therefore, that any change in the present State system 
should be left to the individual States themselves. 

Thank you, Mr. Chairman. 

The CHairman. We thank you, sir, for coming to the committee 
and giving us the benefit of the views of the Associated Industries 
of Massachusetts. 

Any questions 4 

(No response. ) 

The CHamman. Thank you, sir. 

The Cuarrman. The next witness is Mr. E. Russell Bartley. 

Will you identify yourself for the record, sir, by giving your name, 
address, and the capacity in which you appear today. 


STATEMENT OF E. RUSSELL BARTLEY, DIRECTOR OF INDUSTRIAL 
RELATIONS, ILLINOIS MANUFACTURERS’ ASSOCIATION 


Mr. Barriey. Mr. Chairman, my name is E. Russell Bartley. I 
am director of industrial relations of the Illinois Manufacturers’ As- 
sociation, Chicago. The Illinois Manufacturers’ Association is com- 
prised of 5,000 manufacturing firms in Ilinois—small, large, and 
medium sized. 

I wish to register opposition to the several bills which have been 
introduced in the Congress which would pay unemployment com- 

ensation benefits for an additional period of. weeks to unemployed 
individuals who have exhausted the benefits which are provided under 
existing State laws. 

These proposals provide that the Federal Government would make 
these additional payments, at the weekly benefit rates established 
by the States. 

One of the principal bills which the House Ways and Means Com- 
mittee is considering (H. R. 11679) provides that the money for ex- 
tended benefits would be forced upon the States, against their will, 
and that it would have to be repaid by the State to the Federal Gov- 
ernment. 

This certainly is Federal dictation and domination of the ‘affairs 
of the States of the highest order. Where would this money come 
from’? The answer is: from the employers. Employers would be 
forced to pay higher unemployment-compensation taxes to provide this 
money, since unemployment compensation is entirely financed by 
employers. 

It is reported that, when several State governors were in Wash- 
ington to confer with the President on March 19 regarding this sub- 
ject, the Governor of my State, Governor Stratton, of Illinois, stated 
that Illinois would not need, and did not want, any Federal inter- 
ference in our unemployment-compensation program in the way of 
money or imposition of Federal standards. The Illinois unemploy- 
ment-compensation trust fund is in good fiscal condition. 

Likewise nearly all of the States have reserves which are substan- 
tial enough to cover demands for benefits and need no Federal help. 
The States have accumulated reserves of almost $9 billion for this 
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purpose. However, for those States which might need help, there 
1s now in existence a revolving trust fund of $200 million, established 
under the provisions of the Reed bill (Public Law 567 of 1954) from 
which the States can borrow whenever it is found necessary. Bor- 
rowing from this fund would require no additional Federal legislation. 

Proposals now before your committee, if enacted, would be a long 
step toward federalization of the unemployment-compensation pro- 
grams of the various States. foal es 

For many years there have been bureaucratic pressures to establish 
strict Federal dictation over State unemployment-compensation pro- 

ams. The States would have to comply with Foddeel euniian of 
ower eligibility provisions, higher benefits and more rigid controls 
by Federal authorities. 

Four proposals to pay increased benefits with Federal funds have 
been considered in previous years by this committee, and rejected. 
These attempts occurred in 1942, 1944, 1945, and 1952. These new 
ao ta should be rejected. 

The development of unemployment-compensation laws and their 
administration have, from their inception, been the function of the 
legislatures of the individual States. 

e amounts which should be paid in benefits, the eligibility pro- 
visions which claimants must meet and the number of weeks of bene- 
fits which they can draw have been related to the economic situation 
in each State. The State laws have been periodically revised to re- 
flect changes in economic conditions. 

In Illinois and in many other States, changes in the laws have been 
made as the result of mutually satisfactory agreements between repre- 
sentatives of employers, employees, and the public on duly consti- 


tuted ae boards. Accordingly, the individual States are in 
et 


a position to determine what is best for themselves. 

A serious result of federalization would be the destruction of ex- 
perience rating and the incentive for employers to stabilize their 
employment. 

n the introductory declaration of policy in nearly all of the State 
eae laws there appears the statement that 
one of the purposes of the laws is to encourage employers to provide 
more stable employment. Employers have.an incentive for stabiliza- 
tion of employment through experience rating, whereby they can earn 
a lower tax rate. 

Experience rating would be impossible in a program in which bene- 
fits are paid from Federal funds and in which the amount of benefits 
paid would be unrelated to prior work experience. Destroying ex- 
perience rating would result in a flat tax rate for all employers. 

It would remove the incentive to stabilize employment; in fact, it 
would have the opposite effect and would lead to intermittent layoffs, 
unsteady employment, and higher costs of unemployment compen- 
sation. 

If the money for the extended payments were furnished by the 
Federal Government, the duration of benefits would not be based 
upon the amount of prior earnings, length of employment, nor proper 
qualification requirements, as required in State laws at present. These 
proposals would change the entire concept upon which the unemploy- 
ment-compensation program is based. 
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Concern about the number of unemployed workers who have ex- 
hausted their unemployment benefit rights has led to the introduction 
of this legislation. The facts indicate that the problem is magnified 
and there is no need for a panic approach for legislation. The num- 
ber of persons who have exhausted their benefits is not excessive when 
compared with prior years. 

During the past 3 months, December 1957 through February 1958, 
430,000 persons exhausted their State benefits in their benefit year. 
This amounts to only about 1.1 percent of the covered workers. 

Let us compare the number of exhaustees during the past 3 months 
with previous years. In the first 3 months of 1950, 2.3 percent of the 
covered workers had exhausted their benefits. In the first quarter of 
the prosperous year of 1955 the figure was 1.34 percent; in the third 
quarter of 1954, 1.38 percent. 

A large percentage of the exhaustees are secondary wage earners and 
intermittent workers who are not regularly attached to the labor force. 
They exhausted their benefits because their qualifying earnings en- 
titled them to only a limited number of weeks. This situation is fot 
new ; it happens every year. 

Paying 1 percent or even 2 percent of the workers who are covered 
by unemployment compensation programs in the country a few extra 
weeks of benefits will not have any appreciable effect on stimulating 
business or increasing the purchasing power of the country. 

Unemployment is above normal in only a few States and in certain 
localities. The number of claimants for unemployment compensa- 
tion benefits has decreased during the past 3 or 4 weeks and unemploy- 
ment is now leveling off. The States should not be forced into a dras- 
tic program such as this in order to provide additional relief for a 
favored few. 

These proposals to provide payments to a small select group of 
workers who are unemployed, through the medium of extended unem- 
ployment benefits would be grossly unfair, inequitable, and discrimina- 
tory against one-third of the workers who are unemployed at the 
present time. 

On March 11, Secretary of Labor Mitchell announced that 5,173,000 
individuals were unemployed as of February 15. Of this number, 
1,800,000 were not eligible for unemployment benefits, due to the fact 
that they had not worked in covered employment. These 1,800,000 
people would not benefit in any manner from the proposal that dura- 
tion of benefits be extended. 

These persons are individuals who have worked for employers hav- 
ing less than 4 employees, farm workers, domestic workers, certain 
Government employees and self-employed workers. 

If additional relief is needed for those people who are out of work, 
it should be provided locally for everyone, on the basis of need. 

It is contemplated that this program to extend unemployment 
benefits would be an emergency or temporary measure and would have 
a 1-year limitation. But history has shown that, in Government, tem- 
porary measures become permanent. There are many examples of 
this, such as the public-assistance program, ant taxes on trans- 
portation, telephones, cosmetics, et cetera, and the 52 percent corpora- 
tion tax which was to last but a single year. 





192 FEDERAL UNEMPLOYMENT COMPENSATION BENEFITS 


Even on the assumption that this measure would be temporary and 
Federal payments would be discontinued after 1 year, it would have a 
very serious effect on State benefit levels and benefit duration. 

It would be exceedingly difficult for the States to recede from the 
higher payments made under the Federal program. There could be 
no turning back. It would force the States to extend benefit duration 
to 39 weeks, instead of the 26 weeks which is considered by most of the 
States to be adequate. 

If it is found that in any State, or in a section of any State, relief is 
needed for any of the citizens who have lost their jobs, such relief 
should be furnished by the State or local government. Machinery is 
now in operation for this purpose. Such a program should be entirely 
separate from the State unemployment compensation programs and 
should be operated entirely on the basis of need. 

The purpose of unemployment compensation is to provide a cushion 
of protection for those workers who are unemployed for a limited 

riod of time and who have proved through regular previous employ- 
mént that they are a part of the labor force. Unemployment compen- 
sation is not a social program to provide long-term public assistance. 
It must not become a dole. 

This proposal is a reversal of the principle of the Eisenhower admin- 
istration that more responsibilties should be delegated to the States 
rather than being concentrated in Washington. 

The employers of the State of Illinois object to the Federal Govern- 
ment injecting itself into this matter and usurping the prerogatives of 
the States. 

I urge you to reject this legislation. 

Thank you. 

The Cuatrman. We thank you, Mr. Bartley, for coming to the com- 
mittee and giving us the views of the Illinois Manufacturers 
Association. 

Mr. Mason will inquire. 

Mr. Mason. It is a fact, is it not, that our Governor is opposed to 
this; that he says we have got an adequate reserve fund of something 
like a half billion. 

And he is speeding up public works to help out ? 

Mr. Bartury. Yes, sir. 

Mr. Mason. Another fact is that we have fewer workers in Illinois 
today that have exhausted their benefits than we had in around 1949 
and 1950? 

Mr. Bartiey. Yes, sir. 

Mr. Mason. It is also a fact that if this program proposed in these 
bills were put into effect it would do violence to the experience rating, 
would it not? 

Mr. Barter. Yes, sir. 

Mr. Mason. And we haven’t had so far 1 association of State 
employers and not 1 representative of State unemployment com- 
pensation commissioners appear for this. 

But everyone that has appeared so far has appeared against. it. 
That is right, isn’t it? 

Mr. Bartiey. Yes. 

Mr. Mason. That is all, Mr. Chairman. 

The Cuarrman. Any further questions? 

(No response. ) 
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The Carman. We thank you very much, Mr. Bartley. 
Our next witness is Mr. Lester P. Schoene. 
Will you identify yourself for this record by giving your name, 
address, and the capacity in which you appear today ¢ 







STATEMENT OF LESTER P. SCHOENE, COUNSEL, RAILWAY LABOR 
EXECUTIVES ASSOCIATION, WASHINGTON, D. C. 






Mr. Scuornr. Mr. Chairman, my name is Lester P. Schoene. I 
am a lawyer, a member of the firm of Schoene & Kramer, with of- 
fices at 1625 K Street, Washington, D. C. 










I appear here as counsel for the Railway Labor Executive Associa- i 
tion. if 

The last time I appeared before this committee in connection with i‘ 
H. R. 5551, 1 stated that I was representing the Railway Labor Execu- a 
tive Association, and the Brotherhood of Locomotive Engineers. I a 
am today likewise representing the Brotherhood of Locomotive En- iH 
gineers, but not as a separate organization. Since my last appearance, v 





the Brotherhood of Locomotive Engineers has become affiliated with 
Railway Labor Executive Association. a 
That association is an association of 23 chief executives of the 








standard railway labor organiztions and now includes all the standard a 
railway labor organizations in the country. i 

The statement I present, therefore, is on behalf of substantially i 
all organized railroad employees. i 





The subject to which I wish to address myself is title II of the 
administration proposal with respect to extended duration of unem- A 
ployment benefits. i 

I am sorry to say I did not have time to prepare a written statement 4 
in advance to file with you, and I will have to speak extemporaneously. 4 

That title of the administration proposal in substance amends the 
Railroad Unemployment Insurance Act to provide temporary ex- 
tended duration benefits of the equivalent of 65 days of unemploy- 
ment which in weekly terms is equivalent to approximately 13 weeks, 
since we pay on a day of cdinakaloal bused. on the 5-days-out-of-7 
basis. 

And that, as in the case of the proposal with respect to the State 
systems, is equivalent to one-half of the normal duration. Now, when 
I appeared before the committee in February concerning H. R. 5551, I 















I devoted a considerable portion of my testimony to pointing out i 
the relationship between that bill pending before this committee i} 





and H. R. 4853, and other identical bills pending before the Inter- 
state and Foreign Commerce Committee, and S. 1313, also an identical i 
bill, pending before the Committee on Labor and Public Welfare of | 

1 







the Senate. 
At that time my discussion was limited to the railroad retirement 
amendments contained in those bills. I did not discuss other parts 








of those bills which deal with amendments to the Railroad Unemploy- i 
ment Insurance Act, because they were not directly related to the 
provisions contained in H. R. 5551. But there are very important uy 
amendments to the Railroad Unemployment Insurance Act ian con- EL 





tained in those same bills. 
Now we do have a problem in the railroad industry as to the ex- { 
haustion of benefits and the necessity for providing extended dura- y 
; 
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tion after exhaustion. However, that problem does not arise pri- 
marily out of the current recession. 

The bills to which I have referred and which were recommended 
by the Railway Labor Executive Association were formulated before 
the convening of the first session of this Congress and were introduced 
at our request at the very opening of the first session of this Con- 


And it will be seen just from that sequence of events that the 
problem that we have to deal with in the railroad industry is not 
an acute temporary problem growing out of the current business re- 
cession, but it is a long-range chronic condition which grows out of 
the nature of the industry and the events that have been occurring 
in the industry over a period of years and more particularly in the 
postwar period. 

What we have been witnessing in the railroad industry is a gradual, 
permanent elimination of jobs. That has been particularly acute in 
the years since World War IT. 

It results from technological changes, changes in organizational 
methods of doing business, and from improved—startlingly im- 
proved—productivity on the part of the rallovedl employees. 


The consequence is that we have today in the railroad industry only 
about one-half the number of employees that we had during the peak 
of wartime employment and many hundreds of thousands less than 
we had even in the immediate prewar period. 

The volume of our employment is now less than it was during the 
depths of the depression. I doubt that there are over 850,000 em- 
ployees today on class I railroads. 


Now this condition of gradually declining employment results in 
the permanent displacement of a great many of our long-service em- 
ployees. If, for example, methods of doing business are reorganized 
so that there is a centralization of facilities that had formerly been 
spread out and a consequent employment of fewer people, we find 
employees with many years of service who have been permanently 
displayed. 

Many of them have skills peculiar to the railroad industry and find 
it difficult to find employment outside the railroad industry. In our 
approach to the problem of exhaustion of benefits and the provision 
of extended benefits, we have had those people primarily in mind. 
The problem has been accentuated by hiring age limits on the part of 
many of the railroads. That is to say, many of the railroads will have 
arbitrary rules by which they will not hire new employees who are, say, 
over the age of 40 or over the age of 45, even though they may be in 
the prime of life and thoroughly experienced in the very type of work 
that the railroad needs employees for. 

In the approach to the exhaustion of benefits problem as embodied 
in the bills now pending before the Interstate and Foreign Commerce 
Committee, and the Senate Committee on Labor and Public Welfare, 
we have made a twofold approach. 

In the first place, we have recognized that when employees in the 
group that I have been speaking of—that is, long-service employees 
with skills peculiar to the railroad industry—are displaced and ex- 
haust their benefit rights, they are entitled to the payment of unem- 
ployment benefits in consequence of the long service they have rendered 
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to the industry far beyond anything that has been proposed by way 
of temporary emergency extension of benefits. 

Our bills provide for graduated extension of benefits based on the 

ears of service. Those graduations run from a total of 2 years of 
benefits for employees with 5 years of service to a total of 5 years of 
benefits for employees with 20 or more years of service. 

At the same time through the sliding scale of tax rates in the 
Railroad Unemployment Insurance Act, an incentive is provided 
to the railroad industry as a whole to reemploy these people with 
the skills peculiar to the railroad industry. 

In other words, if there has been a permanent dislocation on one 
railroad or on one division of a railroad, and on another railroad or 
another division of the same railroad opportunities open up to utilize 
those skills, we want the railroads to have an incentive to forget 
about their hiring age limits and to utilize the skills that are avail- 
able. 

And by providing for this extended period of benefits, we accomp- 
lish the dual purpose of relieving the hardship of the displaced per- 
son and at the same time through the experience to the industry of 
paying those benefits, if they allow them to continue unemployed, 
we afford an incentive to reemploy the people. 

Now, I do not propose to discuss the program in detail, because 
I am sure this committee is not interested in considering it. 

Hearings were completed on this entire program last. year during 
the previous session of Congress. The appropriate committees are 
fully aware of what the program is. The hearings on the bills were 
voluminous, as you can see from the size of the printed transcripts. 
oo our problem would be best solved by the enactment of those 

ills. 

The proposal in title II of the administration bill could only serve 
to distract attention from the real problem. Now, as I told the com- 
mittee when I appeared in support of H. R. 5551, action on those 
bills has been delayed in the committee on Interstate and Foreign 
Commerce and in the Committee on Labor and Public Welfare pend- 
ing consideration by this committee of H. R. 5551 because they are 
closely related to each other. 

Consequently, the best recommendation I can make to this com- 
mittee in dealing with the problem of extended unemployment insur- 
ance benefits in the railroad industry, as well as in dealing with the 
railroad retirement problem, is to give early consideration and favor- 
able consideration to H. R. 5551. 

It will facilitate the handling of the unemployment insurance prob- 
lem as well as the handling of the railroad retirement problem that 
I discussed in my testimony in February. 

Since title LI of the administration proposal, however, would dis- 
tract attention from the central ranean with which we are con- 
cerned, we would recommend that in any action on that program that 
title I be eliminated. 

That concludes my statement, Mr. Chairman. 

The Carman. Mr. Schoene, I want to thank you, sir, for coming 
to the committee and giving us the views that you have expressed on 
behalf of the Railway Labor Executive Association. 

I had endeavored to make quite clear in the beginning the doubt 
that existed in my own mind about the propriety of this committee 


— 
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assuming jurisdiction with respect to unemployment compensation 
for railroadmen since that is within the jurisdiction of another com- 
mittee of the House. 

I did not realize, however, that the entire matter of unemployment 
compensation, as well as retirement benefits, was somewhat depend- 
ent upon action by this committee with respect to H. R. 5551. I am 
sure you made that clear when you were here before. 

Mr. Scuoenr. I didn’t mention the unemployment insurance por- 
tion of it. 

The Cuarrman. Mr. Mason will inquire. 

Mr. Mason. I have two questions, Mr. Chairman. 

First, is it not true that the railroad industry is at an alltime low 
ebb of employment today ? 

Mr. Scuoenr. That is true, yes. 

Mr. Mason. And, second: If we—and this committee has jurisdic- 
tion—if we would repeal the 10 percent tax on transportation of peo- 
ple and the 3 percent tax on the transportation of property, wouldn’t 
that do you and the railroad people a lot more good than any extension 
or revision of this unemployment ? 

Mr. Scnoenr. Mr. Mason, I hesitate to make relative comparisons 
as to what would do more good than the other: but I will not hesitate 
to say unequivocally that the repeal of the 10 percent tax on transpor- 
tation of people and the 3 percent tax on the transportation of com- 
modities would be beneficial to the industry and that would be bene- 
ficial to the employees. 

Mr. Mason. Now, a railroadman was in my office this morning— 
and he has had 30 or 40 years of experience, and he is a way up—and 
he told me that in his opinion if these two taxes were repealed, it would 
mean at least a 30 percent increase in the work of the railroads and, 
of course, in the employment. 

And that would take off of your unemployment rolls a great number 
of people. 

Mr. Scuoengt. I really have no estimate of what the volume would 
be, Mr. Mason. But I am sure it would be substantial. And, as I 
say, it would have a beneficial effect on the employees as well as on the 
industrv from the management side of it. 

Mr. Mason. Well, I have a bill in for repeal of both those taxes. 

Mr. Scnoenrt. I think we will support it. 

Mr. Mason. That is all, Mr. Chairman. 

The Cuatrman. Mr. Eberharter will inquire. 

Mr. Esernarter. Mr. Schoene, I heard most of your statement, and 
I think it is very helpful to the committee. However, I did not get 
the last phrase, the recommendation with respect to section 2 of the 
so-called administration bill. 

Ts your suggestion that we eliminate it entirely from this bill ? 

Mr. Scnoene. Yes. sir. 

Mr. Esernarter. And this committee not deal in any respect what- 
soever with reference to the unemployment in the railroad industry ? 

Mr. Scnorenr. No. Because that whole subject-matter is pending 
before other committees who have fully heard it and would have bills 
that we feel are directed to the essential problem of the railroad 
industry in particular. 
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And it is our feeling that any favorable action on title II of this bill 
would merely distract attention from what the real problem in the 
industry is, 

Mr. Exseruartrer. I am sure the committee will be happy to hear 
that, because it has plenty of work to do. 

The CuHamman. We thank you, Mr. Schoene, for coming to the 
committee. 

Our next witness is Mr. Marion Williamson, director, employment 
security agency, State of Georgia. 

Will you identify yourself by giving your name, address, and the 
capacity in which you appear ¢ 


STATEMENT OF MARION WILLIAMSON, DIRECTOR, EMPLOYMENT 
SECURITY AGENCY, STATE OF GEORGIA 


Mr. Wutiiamson. My name is Marion Williamson. I am director 
of the employment security agency of the Georgia Department of 
Labor. I went with the agency before they started paying benefits, 
and I became director in 1944. 

I would like to submit for the record a prepared statement. 

I read the Secretary of Labor’s testimony the other day, and I have 
a speech that he made at the economic conference here the other day 
which, I think, gives additional facts that would be helpful to the 
committee. 

The CHairman. Without objection, both your statement and the 
statement by the Secretary will be included in the record. 

(The documents referred to follow, together with the prepared 
statement of Mr. Williamson :) 






STATEMENT BY MARION WILLIAMSON, Director, EMPLOYMENT SECURITY AGENCY, 
GEORGIA DEPARTMENT OF LABOR, ON PROPOSED FEDERAL ADDITIONS TO BENEFITS 
UNDER Existing State Jos INSURANCE Laws 








Mr. Chairman, my name is Marion Williamson. I am director of the Employ- a 
ment Security Agency, Georgia Department of Labor. Also, I am a past presi- a 
dent of the Interstate Conference of Employment Security Agencies, but I am } 
appearing only as a representative of the Employment Security Agency of i 
Georgia. I appreciate the invitation to present my views. ‘ 

It has been my privilege to appear before congressional committees on previous 
occasions relative to various proposals which would have seriously impaired 
the present State-Federal system of unemployment insurance. Four such pro- 
posals were considered by congressional committees—and rejected. 

1942, H. R. 6559, war displacement bill: This was pressed by the administra- 
tion as essential to the successful prosecution of hostilities, which had just 
broken out. It proposed that Federal cash be given to States to increase their 
State weekly benefit payments by 20 percent and to increase the duration of 
payments to 26 weeks. (At that time, no State had a maximum duration exceed- 
ing 20 weeks, and many were several weeks short of this figure.) 

1944, S. 2051, an amendment to the War Mobilization and Reconversion bill: 
Predicated on anticipated postwar unemployment situations, would provide ij 
Federal funds to supplement State benefit payments up to 75 percent of claimants’ 
wages, but not to exceed $20. Federal funds would be provided for increasing 
the duration of payments from State maximum up to 26 weeks. 

1945, S. 1274, proposed amendment to the Reconversion Act of 1944: Predicated 
on postwar unemployment, which was then developing. Provided Federal cash 
to supplement State maximum payments up to $25 per week and 26 weeks’ 
duration. 

1952, S. 2504, provided Federal funds to supplement State benefits up to 65 
percent of wages, and, in the case of dependency, benefits of not more than 75 
percent of wages. j 
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You will recall that the proponents of those bills claimed that State unemploy- 
ment-compensation systems were inadequate and would be unable to cope with 
the unemployment problems then predicted. The bills now under consideration 
are only an echo of those other bills which subsequent events showed the Con- 
gress so wisely rejected. 

In the respective States we now have insurance programs, understood as such 
by workers who realize that length of employment and earnings govern the 
amount and duration of benefits and by employers who realize that, in addi- 
tion to the other benefits, the provision of steady employment results in tax 
savings. I am concerned about the long-range effect of the proposed legislation 
on these State programs. 

The proposal that we pay benefits for an extended period because the workers 
need the money and the distribution of additional funds might be a shot in the 
arm for our ailing economy would so radically change a program designed to 
help workers meet the shock of involuntary and temporary unemployment that 
with the passing of the emergency it would be difficult to reestablish an effective 
job-insurance program. 

England in 1920 and 1921, during the postwar depression ,followed the course 
of providing so-called extended benefits, i. e., beyond 26 weeks, on a govern- 
mentally financed basis. The period of extended benefits was progressively 
lengthened. Finally, the actuarial concepts of the program broke down alto- 
gether, and the concept of payment as a matter of right went out the window, 
too. Extended benefits were then administered on a needs basis. Thus, the 
“dole” system. 

Suppose the administration is incorrect in its assumption that recovery will 
set in my midyear or early fall, and, consequently, the 13 additional weeks of 
duration does not meet the recession situation. Would there be another 13 
weeks provided—as in England? How long is the road now being pointed out 
to us—and what is at the end of the road? 

Does not this bill, in effect, propose that, because of the ease with which 
it can be done, we establish a camouflaged relief program for a selected group 
of claimants—and those not necessarily the ones in greatest need? Workers 
who exhausted their benefit rights at an earlier date need and are as much 
entitled to special treatment as those who exhausted after December 31, 1957. 
The administrative problem involved in paying for additional weeks would not 
be as great as the problem involved in trying to explain to workers that, because 
they were so unfortunate as to exhaust their benefits before January 1, 1958, 
they are barred from the payments being made to those who were fortunate 
enough to hold their jobs a little longer. 

Contrary to the statements of those who profess to see in an altered system 
a means whereby members of the labor force can be compensated for the greater 
portion of the year, whether or not they work, the present system is serving the 
purpose for which it was created, and is being constantly improved through in- 
dividual State action. In fact, many States have improved either amount, 
duration, or both, within the past 2 years, and the legislatures of all States are 
continuingly aware of the local needs and are best situated to determine action 
necessary to meet those needs. 

Those who advocate a wholly Federal system and who seek every opportunity 
to criticize the State-Federal system insist that the inflation of benefit amounts 
should keep pace with the inflation of prices and-wages. They are unimpressed 
by the fact that unemployment subsidized at too high a rate creates additional 
unemployment. 

What our unemployed workers want and need are jobs, not relief disguised 
as extended unemployment-insurance payments. No plan to restore prosperity 
will work if the people can’t. 

Over 93 percent of Georgia workers in business and industry are now bringing 
home regular paychecks. This is barely two-tenths of 1 percent lower than in 
January 1954, when we had our last recession scare. Here is a story with the 
point in mind: 

The old gentleman’s hotdog stand was doing a whopping business. Being deaf, 
he heard no news, and bad eyesight kept him from reading. He advertised his 
hotdogs, though, and business continued to pick up. He called his son home to 
help him. 

“But, Dad, there is a big depression on. Local conditions are awful and the 
international picture is worse.” 

The old gentleman thought, “My son reads the newspapers and hears the 
radio; he ought to know.” He cut his bun and meat orders and stopped ad- 
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yertising. Sales fell off rapidly. “You are right, son; we are certainly in the 
middle of a great depression. 

“But, look here, son. Before you told me, I didn’t know anything about any 
depression. Put those signs back up. Get some ads in the papers. Call the 
radio station. We're going back to work my way.” 

And business boomed as usual. 

This story can well be applied to our present conditions. Unemployment fig- 
ures strongly indicate that Georgia is weathering the recession. I do not think 
we are foredoomed to depression. This Nation was built on the principle that 
God help those who help themselves. 

Let’s help ourselves by taking vigorous steps to create jobs. Let’s speed up 
our Planned and authorized defense procurement and construction programs, 
get the highway program to rolling, push the housing program, provide needed 
public works, and take the necessary action to see that American workers are 
permitted to produce the textiles and other products now being produced by 
workers in foreign countries with low standards of living. 

Textiles produced by cheap labor in Japan and other foreign countries are on 
the shelves of our stores, while the looms of our mills are still and thousands 
of our own textile workers remain unemployed. 

Some are tempted to use the current business recession as an argument for either 
federalizing or imposing unwarranted Federal standards on our present system. 
of State-Federal unemployment insurance. 

I am confident this committee is aware of the advantages in maintaining the: 
insurance principle of the State-Federal system and will reject any proposal 
which would change it into a Federal relief program and ultimately destroy it. 


[Press release—News from the U. S. Department of Labor, Tuesday, March 11, 1958] 


Appress BY SECRETARY OF LABOR JAMES P. MITCHELL BEFORE THE AFL-CIO 
EconoMiIc CONFERENCE, WASHINGTON, D. C., Marcu 11, 1958 


Mr. Meany, members of this conference, the President of the United States 
has asked me to thank you for your kind invitation, and to express his regrets 
that he is unable to attend. He asked me to present his best wishes for your 
success. 

In his reply to Mr. Meany’s invitation to attend this conference, the President 
concluded: “I assure you that I shall continue to take, or propose to the Con- 
gress, such steps as can contribute effectively to the health of the economy and 
the welfare of our people.” 

I have come here to present the facts of the current economic situation, as I 
see them, in the hope they will aid you in your deliberations. Remedies depend 
upon diagnosis, and diagnosis upon knowledge—upon straight, concrete facts, 


THE UNEMPLOYMENT PICTURE 


Your Government is, at this very hour, releasing the latest information on 
employment and unemployment in the United States. These figures show that, 
as of mid-February, 62 million workers had jobs. Of these, 3 percent, who usu- 
ally work full time, were working part time for economic reasons; 5.2 million 
were unemployed. Taking into account seasonal factors, that is a rate of 6.7 per- 
cent of the civilian labor force, about the same as during the winter of 1949-50. 
There are slightly over 2 million more unemployed at this latest count than there 
were a year earlier, and 700,000 more than in the previous month, January. Of 
the unemployed, more than 3.3 million, or almost two-thirds, were claiming 
unemployment-compensation benefits. 

Translating these figures into living men and women—asking: Who are the 
unemployed and where are they? 

About half of them are men 25 years of age and over; a fifth are younger men, 
and the balance—about 30 percent—are women. The rate of unemployment is 
highest among single men, many of whom are new in the labor market and 
most of whom are young. The rate of unemployment for women has not in- 
creased as much as that for men. The rate of unemployment is highest among 
laborers. It is much lower among skilled workers, and lowest among professional 
and technical workers. 

Now, where are the unemployed? 

To determine where they are, we need to look at the industries where employ- 
ment has declined. Since February a year ago, employment has gone down 
mainly in manufacturing, where there were 1,360,000 fewer jobs this February 
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than a year ago. There was a loss of about 300,000 in construction employment, 
part of which was due to the extremely bad weather this winter. There was also 
a decline in employment in transportation, especially on the railroads. On the 
other hand, wholesale and retail trade, finance, insurance, service industries, 
and State and local governments all added employees over the year—a total of 
half a million. 

The key, then, to the present unemployment is manufacturing. 

And here again a close look into the situation reveals that almost all of the 
decline in manufacturing is in the durable goods industries. And among those 
industries the greatest reductions in employment occurred in automobiles and 
aircraft, with 300,000; primary metals and the fabricating of metals, with 
330,000 employees ; and the manufacture of electrical and other machinery, with 
340,000. 

Now, because unemployment is concentrated and restricted to certain types 
of activities, because our heavy manufacturing itself is concentrated geograph- 
ically, we find that certain places—such as steel, automobile, machinery, and 
aircraft eenters—have borne the brunt of the business downturn while others 
have been affected hardly at all. 

Now, these are the facts, the bare statistics. Behind them are individual men 
and women, and I want to assure you of the deep concern of the President, my- 
self, and this administration for those who are out of work. We are deter- 
mined to take whatever action is necessary to help them, including, when neces- 
sary, a substantial cut in business and personal taxes. 


THE DANGER OF ILL-ADVISED PROGRAMS 


Now, it is obvious that any program, any proposal designed to stimulate em- 
ployment and relieve unemployment has to be based upon the facts. It has to 
reflect the realities of the situation and bring help to the people and places 
that need it. 

This is no time for ill-advised action. It is all too easy to recommend broad 
and far-reaching money spending which, in fact, will not provide the needed 
jobs at the right time—which is now. Any program that is to relieve unem- 
ployment effectively must be started and completed in a reasonably short time. 
For example, it would do no good and, in fact, might do harm if a large-scale 
program were inaugurated which would not be in high gear until, say, 1959, when 
it would compete for workers and materials needed elsewhere. The program 
must fit the need, and must be designed with the need clearly in mind. 

Each of the programs the Government has undertaken, and each of the pro- 
posals it hopes Congress will act upon without delay, grow from a specific need. 
In total, they are designed to do three things—deliver immediate and specific help 
to unemployed people in those areas of the economy that have been declining, 
strengthen our national defense, and at the same time provide general stimu- 
lation to the entire economy. f 


DEFENSE PROCUREMENT 


Let’s first look at the programs designed to speed up defense procurement. 
As I explained, the major part of the decline that began last autumn is in the 
heavy, durable goods industries. Defense orders are now being issued in large 
volume and are showing, in the first 6 months of this year, a $54 billion in- 
crease over the last 6 months of last year. The money that will be allocated for 
defense procurement an construction this, year is $23.6 billion. It will be spent 
largely in industries where employment has sagged in the past year. It will 
provide jobs for workers in the electrical, machinery, aircraft, shipbuilding, and 
a large variety of other industries. 


HIGHWAYS AND PUBLIC WORKS 


Employment in the coming months will be stimulated too by Federal and State 
expenditures on highway improvements of a lasting nature. The amount of 
money being spent on the highway program is rising sharply—from less than 
$1 billion in the last fiscal year to $1% billion currently and will rise to $2.4 
billion in the coming fiscal year. 

Here, as in all other areas of Government activity, the program has been 
strengthened by a proposal which, if accepted by Congress, will boost even more 
rapidly the total spent on highway building. The administratian*will ask Con- 
gress within the next few days for a suspension of certain expendittre limita- 
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tions on the highway program for 3 years. Such an amendment would permit 
an additional $2.2 billion to be placed under contract during the next 3 calendar 
years. 

Other programs in this area that will make lasting contributions to the 
Nation’s facilities and stimulate employment are a variety of needed public works 
projects ready to start immediately upon which $200 million will be spent earlier 
than planned. They will total $2 billion in the coming fiscal year—a sharp rise. 

Included also are water resource projects totaling $186 million that are ready 
to go and for which appropriate Government agencies are asking Congress for 
money. 

In addition the modernization of our post offices will place modern facilities 
in 12,000 American communities and generate $2 billion worth of construction. 

Now these things—all of them—spring directly from the real need of America 
to grow into its future. They not only have the effect of creating employment ; 
they also send vigor throughout the economy—into steel, and machinery and 
equipment making. They are not programs created quickly only to help cure 
a business downturn, although they have that effect, but programs based squarely 
upon our future needs and our capacity to grow as a nation. 


















HOUSING 










Housing is another such segment of the economy that grows because of real 
need. 

In 1955, housing starts totaled 1,330,000. 

Last year these dropped to little more than 1 million. 

Present estimates are that home building under today’s conditions will in- 
crease in 1958 by about as much as 6 percent, or 60,000 units. But it is clear 
that we have the builders, workers, and materials to build many more thousands 
of homes if home buyers’ demand can be increased through more available credit. 
Since construction, as I pointed out, is one of the areas of unemployment, the 
Government has moved to stimulate home buying and home construction. 

Last August, the minimum downpayment for FHA-insured home loans was 
reduced considerably. The Federal Home Loan Bank Board has made it easier 
for member savings and loan associations to borrow from the district home 
loan banks, freeing more money for home buying in areas where such money has 
been short. 

The ratio of loans to incomes has been liberalized so that more people can 
now buy better homes with smaller downpayments than before. 

The rule requiring closing costs in cash has been removed, thus reducing even 
more the cash investment needed by home buyers. 

All of this has been done and we are asking for more. 

We have asked Congress for authority to increase the size of loans which can 
be insured by the FHA and for additional insurance authorization for FHA 
mortgages of $3 billion per year for the next 5 fiscal years. 

We have asked Congress to raise the permissible interest rates on GI home 
loans so that more potential homeowners can call on the resources of private 
capital. 

There are more than 350 urban renewal projects scheduled to start during 
this year and we have asked Congress for an additional $200 million to spur 
this program along. 

All of these programs will not only relieve unemployment but will provide 
America with improved housing so urgently needed. It will also spur business 
activity in many areas apart from construction. The people who move to new 
houses will need furnishings and appliances such as refrigerators, stoves, 
washing machines and the hundreds of other things that go to make an American 4 
home. This demand will have a stimulating effect on the economy as a whole. 7 




































EASING CREDIT 










Of great consequence in the regeneration of the economy as a whole is the 
action of the Federal Reserve Board to increase the availability of money and 
reduce the cost of borrowing. Market rates for money, reflecting this Federal 
Reserve policy of easing credit, have declined more sharply since the late i 
autumn than in any other similar period in our history. Interest rates on all 
kinds of borrowing have now gone down, and the basis is firmly laid for busi- 
nessmen and consumers to obtain Credit readily and at lower cost in consequence i 
of these actions of the Board. iy 
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REDEVELOPMENT LEGISLATION 


In the field of redevelopment, Congress has had before it for 2 years now 
an area development bill designed to help communities with high and persistent 
unemployment. Now maybe this bill does not meet with everyone’s approval. 
Maybe it could be improved. The fact is that Congress has done nothing 
about it. 

STIMULATION OF TRADE 


In still another vital area, the President has asked Congress to extend the 
Trade Agreements Act for 5 years and increase the Export-Import Bank’s lend- 
ing authority by $2 billion to help finance exports. The facts tell us that un- 
employment is heaviest in the durable goods industries, in machinery and equip- 
ment. They also tell us that these very industries make up a substantial 
proportion of our exports. In fact, foreign trade creates over 414 million jobs 
for Americans in this country. Support for this measure—a basic long-run 
program—is very important for our economy in the short run as well. 


EXTENDING UNEMPLOYMENT INSURANCE 


The Federal-State unemployment compensation programs have proved to be 
a substantial bulwark in a time of recession such as we are now in. Recent 
figures indicate that since September, more than $1 billion have been paid out 
to unemployed people. 

There is an unusual and temporary problem which must be met, however, 
and that is the need for benefits on the part of those workers and their families 
who have exhausted their State benefits. Their benefits automatically stop at 
the end of a certain time, but their needs—their rents and grocery bills and 
doctor bills and payments on appliances—do not. 

We propose to do something about it—and quickly. The President has asked 
me to give him a detailed proposal this week. This will be done and there 
will be presented to Congress a request for legislation to extend the duration 
of time during which unemployed people can draw benefits. It is my hope that 
Congress will act quickly on this. 


OTHER PROGRAMS AND PROPOSALS 


In the event that the business downturn proves more stubborn than is antici- 
pated, or that Congress fails to act upon the President’s proposals in a swift and 
responsible way, other measures may be necessary. 


TAX CUT 


Chief among these additional measures is a major and substantial cut in 
personal and business taxes. 

This action, I can assure you, is being fully considered and its details worked 
out. It is ready for immediate use as an additional stimulus to the economy, 
and it will be used if necessary. Certainly this is the next big step, and is far 
preferable to massive new public-works spending because it puts money in the 
hands of consumers and investors. 


CONCLUSION 


I have described for you, briefly, the main features of the current unemploy- 
ment and given you the facts as they stand.: I have described the Government’s 
programs based upon those facts to help the economy renew its growth. Each 
part of that program is coupled to a definite, tangible need. It is realistic and 
it is specific. 

I have indicated, too, that each line of action where necessary is accompanied 
by a proposal to Congress. I would not like to see any part of that program 
blocked by proposals that are either ill considered or impractical. 

You have assembled here in Washington to debate these matters, and I would 
not leave you without completing the picture of our economy as it stands. There 
were, after all, 62 million people employed in February. This is below the peak 
for February of 1957, and slightly below 1956, but more than 2 million above 
February of 1955. Industrial production is still at a high level and so is the 
Nation’s total production. Many segments of the economy, such as service, 
trade, and government, are employing more people now than they were a year 
ago. 
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As I said at the outset, this administration is deeply concerned for those 
American working men and women who do not have jobs. I pledge to the work- 
ing people of this country my untiring efforts to insure that the Government does 
everything possible and practical to hasten the full recovery of our economy. I 
have set forth the program of action which at present we feel will meet this need. 

If we carry out this program with vigor and promptness, I believe we can 
confidently expect an end to this recession and a resumption of the growth of 
the American economy. 

Thank you. 


STATE OF GEORGIA, DEPARTMENT OF LABOR, EMPLOYMENT SECURITY AGENCY, 
ATLANTA, Ga. 


INTEROFFICE MEMORANDUM 


Office: R. and A. Section, Date: March 21, 1958. 

To: Mr. Marion Williamson, director, ESA. 

From: O. H. Stephenson, chief, reports and analysis. 
Subject: Preliminary covered employment and wages, 1957. 


We have received preliminary information for the fourth quarter 1957 trans- 
mitted to us by the chief of machine accounts on March 20. Combined with 
other pertinent information, we are estimating preliminary data on covered 
employment and wages for the fourth quarter and for the year 1957 as follows: 


Covered employ- Covered wages 
ment Percent 
i a I 
up (+); 
1957 i 1957 estimate down (—) 
estimate 


October - . 
November 
December oo eninchailion 
Quarterly average -.-. - 
I os ctocanks nite playa onplishalenaslaie ; +3.2 
Total for year--. ...--- ctalia anal re . +5. 


Net change 


Average wages paid each week to 2ipescine ear 
all covered workers__.......-.- Jcngdtasdtakwudiee 44, 716, 700. 00 47, 076, 900.00 | $2, 360, 200. 00 
Average weekly wage in covered 
employment........- pmahineodia . andupdamel 62.77 65. 69 2. 92 








1 Highest total ever recorded. 


Job insurance exhaustions by week 


4. 


Exhaustions Percent total 
Week ending— 


Female 
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Mar. 14, 1958. - 
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Special study, exhaustions by age groups (period Sept. 30 to Now. 1, 1957) 





Total Percent 
number of total 





Age: 
a endl aan anden Ainiereneasieiaiwtaen ea baie aes ‘ 
ee a ol oe Si Ddbidettdbddidennbamchabhonmeshs duane 
45 to 64___- 

65 and over 
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Mr. Wiit1amson. I have heard a lot here in the 2 days of hearing 
about exhaustions. Some of the witnesses who have come before the 
committee believe that we have never had any exhaustions in the 
job-insurance program before. But that is not the case. 

As long as wages and insurance are geared together, you will have 
some exhaustions. But those that we have had before have been 
conspicuously absent from this hearing. 

And the number of partial claimants that are covered and being 
paid now, we haven’t heard much of those that have part-time jobs. 
And the claims are filed by the employers in most States in those 
instances. 

But a large percent of those claimants do work part time now. 
But they do not make as much as their regular weekly benefit amount. 

I haven’t heard much said about the increase in the labor force in 
the recent years. But it has increased considerably as the committee 
knows. I haven’t heard much said about the number of placements 
that.the Employment Service makes. It puts literally thousands and 
hundreds of thousands of workers on jobs each week. I modestly ad- 
mit the States have done a good job in the field of job insurance. 
Last year we paid out $134 billion in job insurance. 

We have $8 billion plus in the reserve fund. We have $200 million 
in the loan fund that this committee sponsored legislation for. We 
have not touched the nearly $1 billion which this committee had legis- 
lation initiated for, that was overpaid in employer taxes for job 
insurance. 

I hope that this committee will not force Federal addition on job 
insurance. If they do that, it would be a change in the job insurance 
in this State and in the Nation. We have geared this program to 
wages. And the employers understand it, and the wage earners un- 
derstand it. 

We disqualify claimants when they refuse jobs. And when they 
are fired for misconduct, we give them a little medicine too. There 
are about 2 million workers that are not covered by job insurance. 
And none of these bills would help them. 

Nor would they help the fellow that exhausted the day before the 
first of this year. 

But they may need it worst. But the job-insurance program is not 
based on a need basis. And the people of this country realize it. 
The Secretary of Labor testified before you Friday and said that in 
his opinion there would be approximately 2.3 million workers exhaust- 
ing in 1958. 

This is less than those exhausted in the fiscal year ending June 30, 
1950. Though the labor force was much less than it is now. 

In 1940, half of the claimants exhausted. Over 3 million exhausted. 
And the labor force was much less then. The average annual exhaus- 
tion for the last 12 years has been 1,320,000. Exhaustions are nothing 
new. 

We haven’t altogether whipped the seasonal problem that we face 
in many States. A lot of workers work just a few weeks and qualify 
because they work in a couple of quarters so that the wages are split 
two quarter. And they can draw the maximum rate for the table, 
although they are not regularly connected with the labor market. But 
a lot of fruit and vegetable and seafood processing and the like, and 
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Jumber and construction workers that can’t work in the wintertime; 
and we have had an awful bad winter, even down in Georgia this 
winter. : 

There have been four similar bills before the Congress that pro- 
vided for similar provisions. Every time the Congress has wisely 
refused to pass those bills. 

A job-insurance program must be kept close to the people it serves 
and its economy, because it would break its own back if you pay too 
much and don’t have it geared to the economy it serves. 

I trust my legislature down there. And I think we have got a good 
one. And the administrators of this program have been endorsed at 
the polls, carrying every one of the 159 counties on many occasions. 
And the workers don’t get everything they want. Management doesn’t 

et everything it wants. But they have kept the program in the mid- 
dle of the road. We have prevented malingering. We have done a 
good job, I modestly admit. 

And I have kept up with the program from a national standpoint 
over the years. And the Congress has wisely left it in the hands of 
the States because, as I say, if it isn’t kept right close to the grass- 
roots, it will get out of hand and you will make a dole system out of it. 

And when you make a dole system out of the job-insurance program, 
it is a goner, just like it was in England. 

Americans do not want a dole. They want work. 

Now, there was a fellow the other day that refused a job down in 
my State because he had made arrangements to ride over to the next 
town with somebody to get a haircut. You have those cases. But, 
of course, he sat on the moaners’ bench for awhile. 

Another man called me and wanted—knocked a fellow off the rolls; 
he wasn’t covered; but he said the man had been eating at his table 
for 4 months; he hadn’t had much work, but he had refused a half 
dozen jobs at $1.75 an hour, because he wanted $2, and he was tired 
of feeding him. 

But those are isolated cases. But no doubt there are others that 
would come to my mind and every administrator’s mind that could 
think of them and had time. 

All the programs add Federal money to the State system. These 
programs that are proposed here may be throwing an anchor instead 
of a liferaft to the individual worker. They say it is temporary. 
Well, if you carry that a little bit further, most claimants won’t have 
a benefit year with enough wages in it the next time. They will be 
wiped off the books and come back and want some more money here as 
it is based on previous earnings. 

And if you pay them nearly all the year, they won’t have any earn- 
ings in the base year, and they will be left out in the cold. 

Wages in my State were the highest ever paid in wages in Georgia. 
And I spoke to the statistician, the chief of research and analysis, or 
assistant director, or whatever his title is now, of the Labor Depart- 
ment, at lunch; and he told me wages were highest throughout the 
Nation this past year. 

Of course, prices are high. Sales are high. The sales volume last 
year was higher than any other year, I understand. Of course, taxes 
are higher. Unemployment is high. Employment is high. Sales 
are high. 
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The Congressional Record in the appendix 2536 shows some na- 
tional figures which J think are interesting. The percent of the labor 
force unemployed in 1933 was 24.9 percent. 

In 1935, 20.1 percent; in 1937, 14.3 percent; in 1939, 17.3 percent; 
in 1941, 9.9 percent; in 1947, 3.6 percent; in 1949, 5.5 percent; in 1954, 
5 percent; in 1956, 3.8 percent; and in 1957, 4 percent. 4 

You always have some unemployment in a free-enterprise system. 
There isn’t any way to keep out of it in a free-enterprise system. And 
the American people want to retain the system. 

In 1949 and 1950 the Nation had nearly 2% million unemployed 
workers, or about 7.5 percent. Today there are slightly less than 7.8 
percent of the covered employment. That is insured employed. But 
when these economies get through adjustment through the season, it is 
6.7. 

In Georgia our total work—our insured work force there is 6.1 per- 
cent employed, or that have claims. Part of them are working for 
part time. The employment was up 6.1 percent in my State last year. 

In December it was down 10,000. But we had a hard, hard winter; 
93 percent of Georgia’s workers in business and industry are bringing 
home a regular paycheck. 

Our local office places about 2,000 a week. 

It was down to 200 the other day because it was so cold. In the 
last quarter of 1957, that was the highest quarter in wages Georgia 
has ever had. And you will find that true throughout the Nation, I 
am sure. 

It was an increase in Georgia of 5.3 percent over the preceding year, 
which was the high up until then. 

The Secretary of Labor indicated the other day that it wasn’t so 
much hard times coming, but the change observed was mostly soft 
times going. I hope they are not gone. 

Then he went ahead to say that we are coming down from an arti- 
ficially high peak made by war and inflation to a plateau. But we 
are not going from boom to bust. 

We have a lot of textiles down in Georgia like the Congressman from 
Rhode Island. We are experiencing some of this unemployment that 
he was telling me about a few years ago. 

Mr. Foranp. If the gentleman from Georgia had agreed with me a 
few years ago, we would have had a bill on the books that would take 
care of that situation. 

Mr. Wiii1amson. We have permitted the textiles to go from New 
England to Georgia to Japan. All our shelves are full of those while 
our looms are still and our workers unemployed. 

Mr. Foranp. You took it from Rhode Island; now Japan is taking 
it away from you. 

Mr. Wiiu1amson. The Congressional Record said that the Defense 
Department is buying millions of dollars worth of trucks over there 
in Japan. And no doubt they are doing it in other parts of the world, 
and our automobile workers are unemployed here and the automobile 
cost so much I can’t afford to buy a new one. I expect there are 
millions of other workers in the same boat. Aircraft and automobile 
workers—that is high unemployment. 

In the last recession there was a theater—a bunch of partners were 
trying to figure out how to get more people in the theater. One 
fellow suggested to put red leather seats in there. Another said to 
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put mohair and that will do the trick. And another one said to reduce 
the price and people will cover the seats. 

It is bad for anybody to be out of work. And I have given my life to 
try to get them matched with jobs. And I hope that this committee 
won’t be stampeded just on account of an emergency like we have 
been running up here every time there is a lot of unemployment and 
trying to get their nose under the tent for federalization. I don’t 
believe this committee will do that. 

I certainly hope they will not do that. I hope that they cover the 
exservicemen that are coming out of the service now, and I think it 
would be well for the committee to consider covering them. I think 
they are not covered now. But the civilian employees are. 

And you may wish to consider the extension of coverage to one or 
more. And you might even consider giving these unemployed folks 
that have been unemployed a good while a little income-tax reduction 
like you do the folks that get sick. That would help them out some. 
And it would not be giving the tax back to the man that has got the 
money. 

Mr. Chairman, I have enjoyed being here and I appreciate the 
opportunity to appear. 

If anyone has any questions, I will try to answer them. 

The Cuarrman. Thank you, Mr. Williamson, for coming to the 
committee. I have been impressed to ask you one question that is not 
within the purview of our immediate hearings, but has to do with 
hearings that we concluded on last Tuesday. 

I had been led to believe by witnesses who had appeared in the course 
of those hearings that perhaps a great deal of unemployment existed 
in the State of Georgia as a result of the importation of competitive 
products made overseas. But from what you say there has been some 
exaggeration in the other hearings ? 

Mr. Wiiu1amson. Well, we have some unemployment. We are 
working pretty hard down there to whip it. And I think we can whip 
it. But they are bringing in some textiles down there and building 
automobiles overseas and taking my tax money to pay for them. And 
my automobile workers are walking the streets looking for jobs. 

The Cuarrman. That is what we were told in the other hearings. 

I thought from what you had said that perhaps they had exag- 
gerated the size of the problem in Georgia. 

Mr. Wiii1amson. I feel that we are able to handle our own problem 
down there pretty well. And we appreciate the help that this com- 
mittee has given the Georgia job-insurance program over the years 
and the Nation also. It has been very helpful, Mr. Chairman. 

The Cuamrman. Mr. Reed. . 

Mr. Reep. Mr. Williamson, some months ago T had a conversation 
with your late distinguished Senator George, and he was lamenting 
the fact that the foreign imports had closed one of the old textile mills 
in his State that had been in operation for about a hundred years. 
That was the result of imports; wasn’t it? 

Mr. Writ1amson. I expect so, Mr. Reed. 

Mr. Reep. Thank you. 

That is all, Mr. Chairman. 

The Cuatrman. Thank you, Mr. Williamson, for coming to the 
committee and giving us your views. 
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Mr. Scuorenz. Mr. Chairman, when I was testifying, I neglected 
to hand to the reporter a copy of the list of organizations affiliated 
with the Railway Labor Executive Association. 

The Cuarrman. Without objection, that will be included in the 
record at this point. 

(The document referred to follows:) 


ORGANIZATIONS REPRESENTED IN Ratmway Lapork EXECUTIVE ASSOCIATION 


American Railway Supervisors’ Association 

American Train Dispatchers’ Association 

Brotherhood of Locomotive Engineers 

Brotherhood of Locomotive Firemen and Enginemen 

Brotherhood of Maintenance of Way Employees 

Brotherhood of Railroad Signalmen of America 

Brotherhood of Railroad Trainmen 

Brotherhood Railway Carmen of America 

Brotherhood of Railway and Steamship Clerks, Freight Handlers, Express, and 
Station Employees 

Brotherhood of Sleeping Car Porters 

Hotel and Restaurant Employees and Bartenders International Union 

International Association of Machinists 

International Brotherhood of Boilermakers, Iron Ship Builders, Blacksmiths, 
Forgers, and Helpers 

International Brotherhood of Hlectrical Workers 

International Brotherhood of Firemen and Oilers 

International Organization Masters, Mates, and Pilots of America 

National Marine Engineers’ Beneficial Association 

Order of Railway Conductors and Brakemen 

Railroad Yardmasters of America 

Railway Employees’ Department, AFL-CIO 

Sheet Metal Workers’ International Association 

Switchmen’s Union of North America 

The Order of Railroad Telegraphers 


The Caarmman. Our next witness is Mr. Hathaway Cross. 
Will you identify yourself for the record by giving your name, 
your address, and the capacity in which you appear here today. 


STATEMENT OF HATHAWAY CROSS, ATTORNEY FOR THE NORTH 
CAROLINA TEXTILE MANUFACTURERS ASSOCIATION 


Mr. Cross. Mr. Chairman and members of the committee, I am 
Hathaway Cross, of Raleigh, N. C. I am an attorney representing 
the North Carolina Textile Manufacturers Association, including 
manufacturers of cotton, rayon, and other synthetic fibers, compris- 
ing approximately 200 plants which employ a very substantial num- 
ber of employees covered by the employment security program. 

It is the consensus of opinion of the textile industry of North Caro- 
lina that no additional Federal] legislation is needed at this time. Our 
North Carolina reserve fund, in our opinion, is ample to meet our 
benefit needs and State responsibility in this field. This is true even 
if our employment should have a considerable downturn from the. 
present 7.5 percent as of the week ended March 21, 1958. 

It is our understanding and belief, that the amount of benefits paid 
per week and the number of weeks paid an employee is strictly within 
the province of the State legislatures. If any State needs to add addi- 
tional weeks of benefits to its program, then these additional weeks 
should come by the legislative, process of that particular State. If 
such State does not have ample funds to meet these additional weeks, 
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then recourse can be had to the Reed bill funds already set up for just 
such an emergency. 

No additional legislation is needed for this pu . 

It is our understanding under the law that an exhaustee who has 
received full settlement for the 26 weeks in our State has no further 
claim, legal or moral, on the employment security funds any more 
than any other unemployed person would have. If an exhaustee is in 
need of food or other aid, he could then apply to the agencies which 
are set up for this purpose. 

In expressing these views the industry that I represent believes that 
it is supporting a sound program that is in the best interest of both 
management and labor. i North Carolina we are ee of the way 
the employment program has been handled and which, we believe, has 
the approval of the overwhelming majority of our people. We want 
to see this program continue on a sound, stable, and solvent basis. 

In closing, I wish to point out that the views here expressed are in 
harmony with statements on this subject issued to the press on 
March 28, 1958, by His Excellency Luther H. Hodges, Governor of 
North Carolina, and by the employment security commission of North 
Carolina. 

I might add right there that Colonel Kendall, chairman of the 
employment security commission, is to be here tomorrow, I think, to 
testify before your committee concerning this matter. 

It goes without saying that the industry represented here is deeply 
concerned with the economic situation now facing the Nation sian 
devoted to the welfare and well-being of its employees, and in insist- 
ing upon a sound and solvent employment security program we believe 
we are really safeguarding the rights and privileges of our employees. 

I appreciate very much the opportunity of being allowed to appear 
before your committee. 

Thank you. 

The Cuatmrman. We thank you for bringing to the committee the 
views of the North Carolina Textile Manufacturers Association. 

Are there any questions ? 

(No response, ) 

The Cuarrman. Thank you. 

The Caatrman. Mr. Joseph Jelk will not appear today. 

Mr. Graham McClintock. 

Please identify yourself in the record by giving your name, address, 
and the capacity in which you appear. 


STATEMENT OF GRAHAM McCLINTOCK, REPRESENTING THE 
TEXTILE MANUFACTURERS ASSOCIATION OF THE STATE OF 
ALABAMA 


Mr. McCurtntocx. Mr. Chairman, my name is Graham McClintock 
of Gadsden, Ala. And I represent the Textile Manufacturers Asso- 
ciation in the State of Alabama. 

The Alabama Textile Manufacturers Association is made up of 
approximately 100 plants and is the second largest employee in the 

tate of Alabama employing aj ooh ero 50,000 people. 

During the last session of the legislature, the question of increasing 
benefits was thoroughly discussed at which time the benefits were 





212 FEDERAL UNEMPLOYMENT COMPENSATION BENEFITS 


increased to an amount which in my opinion was ample and sufficient 
to take care of any needs that might arise in our State. 

At the present time we do not believe that any such emergency has 
arisen, although there are some groups who would unquestionably like 
to see increased benefits and the duration of time lengthened. The 
facts do not prove this emergency exists. For example, in Februar 
of 1958, our exhaustions were approximately 3,300. During the well 
period of 1954 they were approximately 1,300. 

And in the peak period of 1949 they were approximately 4,500. 

I would like to point out that the department of industrial relations, 
representatives of both management and labor, have already met and 
considered that problem. And I can assure you that if and when 
the necessity arises our State will take the appropriate action. 

We in the textile industry feel very strongly that the handling of 
the unemployment security program should remain with the States 
and that to do otherwise would jeopardize the entire program. 

We feel our funds are sufficiently large to handle any emergency 
which might exist. We in the textile industry sincerely request the 
administration of this program be left in the individual States. 

Thank you very much. 

The Cuarrman. Thank you, Mr. McClintock, for bringing to us the 
views of the Alabama Textile Manufacturers Association. 

The Cuarrman. Our next and last witness is Mr. Gerald B. Finney. 

Will you please identify yourself for the record by giving your 
name, address, and the capacity in which you appear. 


STATEMENT OF GERALD B. FINNEY, GENERAL ATTORNEY, ASSO- 
CIATION OF AMERICAN RAILROADS; ACCOMPANIED BY WIL- 
LIAM F. BETTS, ASSISTANT TO THE VICE PRESIDENT OF THE 
BUREAU OF RAILWAY ECONOMICS, ASSOCIATION OF AMERICAN 
RAILROADS 


Mr. Finney. Mr. Chairman, my name is Gerald B. Finney, and I 
am general attorney for the Association of American Railroads. I 
have here on my left Mr. William F. Betts, who is assistant to the 
vice president of the Bureau of Railway Economics, also of our associa- 
tion. I have him here by reason of the fact that I make some refer- 
ence in my statement to the general financial situation of the railroads. 
I think Mr. Betts is much better qualified than I to answer any ques- 
tions the committee might have to address to either one of us along 
that line. 

The association is a voluntary association of railroads including in 
its membership railroads operating over 95 percent of the railroad 
mileage and having operating revenues of approximately 95 percent 
of the total operating revenues of all railroads in the United States. 

It is not my purpose in this brief statement to deal in any detail 
with the provisions of either the Mills bill or the Reed bill. 

My reason for appearing here today is to state to your committee the 
general position of the railroad industry with respect to the payment 
of emergency benefits to those employees who have exhausted their 
unemployment benefits under the unemployment insurance systems 
under which they are covered. In brief, our position is this: 





FEDERAL UNEMPLOYMENT COMPENSATION BENEFITS 213 


First, that the railroad industry and its employees should receive the 
same treatment with respect to any eniergency program which Con- 
gress may adopt as is accorded other industries and their employees. 

Second, the cost of financing any such emergency program should, 
by reason of its national character and purpose, be paid out of the 
general funds of the Treasury rather than by increases in present or 
future payroll taxes imposed on employers. 

Third, we believe that any relief accorded under this program 
should be clearly stated to be a temporary emergency measure and 
clearly distinguished from unemployment insurance. 

Fourth, in the event that Congress determines that the costs of this 
emergency program shall be financed through payroll taxes, railroads 
should be treated like all other employers. 

Fifth, in the event that Congress is to act on this program, it should 
enact a single bill to insure that the railroad industry and its employees 
will be given the same treatment as is accorded to other industries and 
their employees. 

The chairman observed at the beginning of the hearings on March 
28 that there might be some jurisdictional question with respect to 
the payments to railroad employees under an emergency program and 
added that it might be that testimony presented to your committee 
with respect to the relief payments for railroad employees would be 
referred to the House Committee on Interstate and Foreign Commerce. 

We do not think that it is appropriate to omit railroad employees 
from any bill that may be adopted any more than we would think it 
proper to omit any other group of employees, for example, that 
covered under the District of Columbia unemployment system. It 
will be remembered that, while both the Mills bill and the Reed bill 
provide relief payments for persons who have exhausted their benefits 
under the District of Columbia unemployment-insurance system, the 
legislation with respect to that system has always been handled by the 
District of Columbia committee. We believe that this precedent is 
fully applicable for covering railroad employees in any general pro- 
gram of emergency benefits. 

We would like to point out what has been emphasized during 
the course of these hearings, namely, that there is no intention by 
virtue of the proposed relief legislation to make any basic change in 
any unemployment-insurance system. 

We do not believe that there can be any proper difference in this 
kind of emergency program in the treatment of the railroad industry 
and its employees than in the treatment of any other segment of the 
economy. In my opinion, it would be undesirable if the legislation 
were split into various segments with more than one committee re- 
sponsible for parts of the overall program. 

The railroads take no position on the question whether the emer- 
gency program outlined in the two measures is necessary or desirable. 

However, if your committee agrees with Secretary Mitchell that the 
situation is one of such national concern as to require an emergency 
program, it would appear entirely appropriate that such programs be 
financed out of general revenues, as proposed by the Mills bill, rather 
than from proceeds of a payroll tax. 

As I have said, we think the railroads and their employees should 
be included in any bill establishing the emergency program. They 
should not be in a separate bill. No one has suggested, and it cer- 
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tainly is not true, that the railroads should be separately treated on 
the basis that they are in a better financial situation than other 
industries. 

As a matter of fact, the railroads are in dire financial straits. It 
is well known, as a result of hearings in January of this year before 
the Surface Transportation Subcommittee of the Senate Committee 
on Interstate and Foreign Commerce, that the financial condition of 
the railroad industry has deteriorated rapidly and alarmingly, espe- 
cially in the last 6 months, and that many of the carriers are presently 
in a precarious financial condition. 

The reasons and possible remedies for that situation were fully 
discussed in those hearings, and need not be repeated here, but it is 
clear that two of the principal causes of the extreme seriousness of 
the immediate situation have been declining traffic and concurrently 
increasing unit costs of operation. 

Thus, the financial situation of the railroads becomes pertinent to 
the consideration of any measure which may involve the imposition 
upon the carriers of a burden of further increased costs of operation. 

Certain statistical facts regarding deterioration in railroad traffic 
and earnings are set forth in a single-page statement which is sub- 
mitted for the information of this committee. 

The Cuartrman. Without objection, that will be included in the 
record at this point. 

Mr. Finney. Thank you. 

(The document referred to follows :) 
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3. Current income trends 


Decrease under previous 
year 


Amount Percent 


$79, 819, 239 
45, 194, 080 


16, 735, 000 
3 14, 730, 000 


1 Preliminary. 
4 premepiate, excludes 16 roads representing 17 percent of total revenue. 
3 Deficit. 


4. Working capital 


Net working 
capital 


(current 
assets, ex- 
As of Dee, 31 cluding ma- 
—— 
supplies, 
less t 


curren 
liabilities) 


$938, 076, 634 
702, 451, 751 
555, 275, 129 


Norte.—Cash operating expenses (largely wages, fuel, and materials) rents and taxes approximated $750,- 
000,000 per month in 1957; monthly payroll averaged $444,000,000. 


5. Recent and prospective increased costs (based on 1956 level of operations) 


Increase in wage rates: Annual cost 
7 cents contract increase Nov. 1, 1957 
5 cents escalation increase Nov. 1, 1957 
3 cents escalation increase probably May 1, 1958 
7 cents contract increase Nov. 1, 1958 
Increase in payroll tax rate (0.5 percent) Jan. 1, 1958 


Mr. Finney. While, as I stated early in my statement, I have no 
intention of discussing in detail either the Reed bill or the Mills bill, 
I do wish to comment on two provisions in the Reed bill which are 
particularly discriminatory against the railroads. The first has to do 
cot the financing of the costs of'the relief payments provided in the 

ill. 

The general scheme of the bill is to provide all unemployment sys- 
tems other than the railroads with interest-free advances by the Fed- 
eral Government in order to pay the Federal emergency relief pay- 
ments. 

While eventual reimbursement is provided for, it need not be made 
until 1963. At that time, reimbursement may be made by the State 
from general revenues or by any other method that it may see fit to 
adopt. Only if reimbursement is not made prior to December 31, 1963, 
is there any requirement by the bill of repayment by increased payroll 
taxes imposed on employers. 

In contrast, the Reed bill provides for no advances to the railroad 
unemployment insurance account which is financed solely by payroll 
taxes paid by employers. 
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Instead it provides that the costs of the relief payments for railroad 
workers shall be currently paid from the railroad unemployment 
insurance account. This would have two results. First, it would 
deplete the balance in the railroad unemployment insurance account,. 
thereby perhaps requiring higher payroll taxes than would otherwise 
be required ; and, second, it would bring about a loss of interest on sums 
paid out of the railroad account as contrasted with the interest-free 
advances made by the States. 

The bill in its treatment of the State systems obviously recognizes 
that funds established in a trust for unemployment compensation 
should not be diverted for emergency relief purposes. 

We submit that amounts should not be diverted from the railroad 
fund for emergency relief purposes, and further that if the States are 
to receive interest free advances not to be repaid until 1963 the rail- 
road unemployment insurance account should be similarly treated. 

A second discriminatory feature of the Reed bill is in the field of 
payments to employees. The bill’s general scheme with respect to an 
employee covered by other than the railroad system is that the total 
amount of relief payments which he can receive is limited to 50 per- 
cent of the total amount that was payable to him under his unemploy- 
ment compensation system. 

The railroad worker, on the other hand, is not so restricted. Regard- 
less of the total amount payable to him under the railroad system, he 
receives, under the Reed bill, additional payments in an amount equal 
to 65 times the daily benefit rate payable to him under the railroad 
system. 

This is equivalent to 13 weeks of additional payments. For example, 
take an employee who worked only a short time for a railroad and 
earned $450. Upon becoming unemployed, he could draw benefits 
to an aggregate amount of $450. Upon exhausting his benefits, he 
will, under the Reed bill, be entitled to draw as much as $42.50 a week 
and will not be cut off at 50 percent of the $450 as would a worker 
covered by a State system. 

Instead of being limited to $225 in total emergency payments, he 
will continue drawing payments for the full 13 weeks in an amount 
totaling $552.50, or nearly 214 times as much as he would have drawn 
in relief payments had he been under a State system. 

It is the position of the railroads that if the proposed payments 
under the Reed bill are to receive serious consideration, the formula 
for railroad workers’ payments should be identical with that for other 
employees. It should be added that the 50 percent limit of the Reed 
bill applied to State systems would be preferable to any flat number 
of benefits and this is particularly true if payroll taxes are imposed, 

In our review of the Mills and Reed bills, we have discovered a num- 
ber of technical uncertainties and other matters which may or may 
not prove to be of importance. We are in the process of analyzing 
these and with the committee’s permission would like to file, in the near 
future, a memorandum with respect to them. 

One example is the use of the expression that individuals have “ex- 
hausted their rights to unemployment benefits.” 

As the committee is doubtless aware, benefit rights may be ex- 
hausted by an individual drawing the total number of benefits he is 
entitled to in a benefit year. 

I would think that would clearly be covered by the bill. 





FEDERAL UNEMPLOYMENT COMPENSATION BENEFITS 217 


This, as I understand it, is the usual meaning under the technical 
jargon generally used in the administration of unemployment insur- 
ance. However, a person who is receiving benefits may also have his 
benefit rights concluded by the expiration of his benefit year. That 

raises the. question w hether or not it is intended by the bill to regard 
such a termination as an exhaustion of benefit rights. 

In other words, does that employee collect the so-called temporary 
additional payments ? 

Another case would be where the individual concerned is not draw- 
ing benefits but the termination of his benefit year ends any right he 
may have to draw benefits. 

Again the queston is whether such a termination of benefit rights is 
intended by the bill to be considered an exhaustion of rights to unem- 
ploy ment benefits. 

These questions are of particular importance when attempt is made 
to apply the provisions of section 2 of the Mills bill and sections 102 
and 202 of the Reed bill. 

Thank you, Mr. Chairman. 

The Cuarrman. Any questions ? 

( No response. ) 

The Crarrman. Mr. Finney, you may have the permission to submit 
the additional information you referred to. And if it is forwarded to 
the clerk in time it can be included in the record. 

Mr. Frnney. We will try to have that in as soon as possible, Mr. 
Mills. 

I am not sure they will be of any importance. But we are not sure 
in some instances. 

The CrarrMan. If it arrives in time, it can be included in the record, 
without objection. If not, we can have it before us in executive session. 

We thank you, sir, for coming to the committee and giving us the 
benefit of the views of the Association of American Railroads. 

That concludes the call of the calendar for today. Without objec- 
tion, the committee will be in recess until 10 o’clock tomorrow morning. 

(W hereupon, at 4 p. m., the committee recessed, to reconvene at 10 
a.m., April 1, 1958.) 





EMERGENCY EXTENSION OF FEDERAL UNEMPLOY- 
MENT COMPENSATION BENEFITS 


TUESDAY, APRIL 1, 1958 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEans, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to adjournment, in the 
committee room, New House Office Building, Hon. Wilbur D. Mills 
(chairman) presiding 

The CuamMan. The committee will please come to order. 

Our first witness this morning is our colleague from Michigan, the 
Honorable John B. Bennett. 

Mr. Bennett, will you tell us, for the record, what district in Mich- 
igan you represent ? 


STATEMENT OF HON. JOHN B. BENNETT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Bennett. Yes, Mr. Chairman. I represent the 12th Con- 
gression: al District m Michigan. 

Mr. Chairman, I am appearing in behalf of my bill H. R. 11128 
which will enable the States to provide an additional 26 weeks of 
unemployment compensation for individuals who exhaust their bene- 
fit rights under existing State law. 

H. R. 11128 would authorize to be appropriated to the unemploy- 
ment trust fund such sums as may be necessary to enable the States 
to prov ide unemployment compensation for those who have exhausted 
their benefit rights. Other provisions of the law would remain the 
same. I believe this emergency program is essential to lessen hard- 
ship which is bound to exist at the termination of unemployment 
benefits. It is a known fact that benefits automatically stop at the 
end of a certain time—but the person’s needs do not stop—and some 
assistance must be rendered to those concerned. 

The entire unemployment insurance system does need revision and 
improvement on a permanent basis but the measure I have introduced 
will serve as a stopgap to alleviate hardship until Congress takes 
action to amend the permanent law. The present Michigan State law 
provides 26 weeks maximum benefits—but this is dependent on the 
duration of employment which an employee has had. H. R. 11128 
would enable all workers to have the additional 26 weeks over and 
above their present eligibility. 

Mr. Chairman, I urge prompt consideration of my bill because there 
is an immediate and urgent need for the adoption of these measures 
to help allay the hardship and suffering on the part of hundreds of 
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thousands of unemployed workers throughout the United States who 
have no other source through which they ¢ can obtain aid. 

I heartily concur with Secretary of Labor Mitchell’s recent state- 
ment to the effect that we are now met with an unusual and temporary 
unemployment problem which must be met through legislation to 
extend the duration of time during which unemployed “people can 
draw benefits. This calls for emergency legislation—such as my bill, 
H. R. 11128. 

It is my hope the committee will act quicky on my bill. 

The CHarrman. Our next witnesses this morning are representa- 
tives of American Federation of Labor—Congress of Industrial Or- 
ganizations, Mr. Cruikshank, Mr. Biemiller, Mr. Lesser, and Mr, 
Munts. 

Mr. Cruikshank, do you desire to be the first spokesman for your 
group ? 

Mr. CrurxsHank. If you please, sir. 

The Cuarman. If you will identify yourself for the record by 
giving your name, address, and the capacity in which you appear, 
we would appreciate it. 


STATEMENT OF NELSON H. CRUIKSHANK, DIRECTOR, DEPART- 
MENT OF SOCIAL SECURITY, AMERICAN FEDERATION OF LABOR 
AND CONGRESS OF INDUSTRIAL ORGANIZATIONS, ACCOMPANIED 
BY ANDREW J. BIEMILLER, DIRECTOR, AFL-CIO LEGISLATIVE 
DEPARTMENT; LEONARD LESSER, DIRECTOR, SOCIAL SECURITY 
ACTIVITIES, INDUSTRIAL UNION DEPARTMENT, AFL-CIO; MRS. 
KATHERINE ELLICKSON, ASSISTANT, DEPARTMENT OF SOCIAL 
SECURITY, AFL-CIO, WASHINGTON, D. C. 


Mr. CrurksuHank. Mr. Chairman and members of the committee, 
my name is Nelson H. Cruikshank. I am director of the department 
of social security of the American Federation of Labor and Congress 
of Industrial Organizations. My office is at the headquarters of the 
AFL-CIO, 815 16th Street NW., Washington, D.C. 

The Cuarman. Mr. Cruiksh: ank, suspend if you will for a mo- 
ment. I have received telegrams from the Governors of the States 
of Iowa, Massachusetts, Minnesota, New York, and Washington on 
the subject of extended and improved unem ployment compensation 
benefits. Without objection, I shall insert these telegrams into the 
record of yesterday’s testimony immediately following the statement 
made by the Governor of the State of Michigan. 

Is there objection ? 

The Chair hears none. 

Without objection, other telegrams that we receive from any gov- 
ernors will be inserted at that point in the record. 

(The above-mentioned telegrams are on pp. 163-164.) 

Mr. Cruikshank, you and your group are recognized for 2 hours 
this morning. How much of that time do you desire to consume, Mr. 
Cruikshank ¢ 

Mr. CrurksHank. I would think most of it, Mr. Chairman. 

The Carman. You are recognized. 

Mr. Crurksnank. Mr. Chairman and members of the committee, 
I am here with some of my associates representing the AFL-CIO on 
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the designation of President Meany in support of proposals for Fed- 
eral action to strengthen the Federal-State unemployment insurance 
program by providing temporary additional unemployment benefits 
together with what we deem necessary corollary action. 

I am accompanied by Mr. Andrew J. Biemiller, director, AFL- 
CIO legislative department, and sitting on my left is Mr. Leonard 
Lesser, director of social security activities, industrial union depart- 
ment, AFL-CIO. 

I had expected to have two associates from my office with me, Mr. 
Raymond Munts and Mrs. Katherine Ellickson, Mr. Raymond Munts 
unfortunately is ill and will not be here this morning, but Mrs. Ellick- 
son is here with us. 

We have this statement which, with your permission, Mr. Chair- 
man, we would like to have inserted in toto, but I do not believe that 
it will facilitate the work of this committee for me to read the entire 
statement. I will attempt to summarize it and get the salient points. 

Mr. Foranp (presiding). Without objection, your statement will 
be printed in the record. 

(The statement referred to follows :) 


STATEMENT OF NELSON H. CRUIKSHANK, DIRECTOR, DEPARTMENT OF SOcIAL 
Securiry, AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL 
ORGANIZATIONS 


My name is Nelson H. Cruikshank and I am director of the department of 
social security of the American Federation of Labor and Congress of Industrial 
Organizations. My office is at the headquarters of the AFL-CIO, 815 16th 
Street NW., Washington, D. C. I am here with some of my associates repre- 
senting the AFL-CIO on the designation of President Meany in support of 
proposals for Federal action to strengthen the Federal-State unemployment 
insurance program by providing temporary additional unemployment benefits 
together with what we deem necessary corollary action. I am accompanied by 
Mr. Andrew J. Biemiller, director, AFL-CIO legislative department, and Mr. 
Leonard Lesser, director of social security activities, industrial union depart- 
ment, AFL-CIO. With me also are two assistants in my department, Mrs. 
Katherine Ellickson and Mr. Raymond Munts. 

We and the organizations affiliated with the AFL-CIO wish to cooperate 
with this committee in its efforts to expedite these hearings so that the Con- 
gress can act in this emergency at the earliest possible time. While there are 
many of our State organizations, national and international unions, and affili- 
ated departments whose members have a vital interest in the proposals before 
you, it has been agreed that our appearance will be the only appearance repre- 
senting the interests of labor at this time, except that Mr. Lester P. Schoene, 
counsel for the Railway Labor Executives Association, will present the views 
of the railway unions affiliated with our organization with respect to title II 
of the Reed bill (H. R. 11674). We concur in the views to be presented by 
Mr. Schoene. 

We appreciate the opportunity of presenting our views with respect to the 
proposals now before your committee in accordance with the announcement 
of hearings issued March 18. We wish to make it clear, however, that the 
AFL-CIO supports fundamental changes in the unemployment insurance pro- 
gram. Without now going into the detailed reasons for our basic position, I sub- 
mit that were the principles we have advocated now in effect, we would not 
be confronted with the necessity of emergency legislation. 

I should like, at this time, to submit for the record the resolution adopted 
at the second constitutional convention of the AFL-CIO in Atlantic City last 
December, in which our basie position was set forth. 


“UNEMPLOYMENT INSURANCE AND THE EMPLOYMENT SERVICE 


“Since the last AFL—CIO convention unemployment insurance has generally 
been neglected at both the State and Federal levels. In addition to providing 
inadequate benefits for too short a period, many States and Territories have 
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clauses discriminating against intrastate and interstate claimants for purely 
arbitrary reasons. These shortcomings in unemployment insurance defeat its 
intended purposes and, during the present downturn in business activity, seri- 
ously threaten the security of millions of workers now laid off and about to be 
laid off in the next few months: Therefore, be it 

“Resolved, That this convention again support a comprehensive overhauling 
and improvement of the unemployment insurance system, under a single Federal 
program. Pending such a reorganization, we support Federal legislation pro- 
viding uniform minimum standards with regard to benefits, duration, eligibility, 
disqualifications, and genuine tripartite representation on the appropriate bodies 
such as advisory committees, commissions, and appeal boards. Federal legisla- 
tion should also provide reinsurance as a source of grants-in-aid to States, and 
permit States to make flat-rate reduction in taxes. 

“We favor Federal funds to extend the duration of benefits for claimants in 
defined depressed areas and for workers in the labor market unable to find 
employment because of age. 

“We favor an amendment that will prohibit the garnisheement or attachment 
of unemployment benefits for any purpose by any person or Government agency 
including the Internal Revenue Service. 

“We support a coordinated national approach by the employment service and 
the continuation and improvement of its services. 

“We urge affiliated unions to continue their efforts to improve the State 
unemployment-insurance laws so that they will replace a higher proportion of 
the individual’s lost wages; so that the maximums are realistic in terms of 
average wages and will automatically adjust to rising wage levels; so that 
duration of benefits are more suitable to the reemployment problems facing the 
unemployed; so that harsh, restrictive, and arbitrary provisions in regard to 
eligibility and disqualifications are removed; and so that there are no restric- 
tions against the concurrent payment of supplemental unemployment benefits. 

“We favor extension of coverage to all wage earners and to newly discharged 
servicemen whose military service shall satisfy requirements of attachment to 
the labor force. 

“We favor the establishment of a system of unemployment insurance in 
Puerto Rico. 

“We oppose any change in Federal law which would remove the requirement 
for the quarterly wage reporting for OASI and unemployment insurance pur- 
poses” (Resolution 89, pp. 281-282, vol. 1, Official Proceedings). 

This action was confirmed and made more specific by an action of the execnu- 
tive council of the AFL-CIO at its midwinter meeting in February. I should 
like to present for the record the statement of the council. 


“STATEMENT OF THE AFL-CIO Executive Councin, Fresruary 10, 1958 


“Since 1935 when Congress instituted our Federal-State unemployment-insur- 
ance program, many flaws and weaknesses have been introduced through State 
legislation. Now with 414 million people unemployed, these shortcomings have 
been thrown into bold relief, and are causing great hardship to the unemployed 
and are hurtful to the national economy. 


“IMMEDIATE ACTION CALLED FOR 


“The executive council of the AFL-CIO calls upon the present Congress to 
enact, at the earliest possible time the Kennedy-McCarthy bill (S. 3244, H. R. 
10570), introduced earlier this week. The improvements necessary to make our 
Federal-State system of unemployment insurance an adequate and workable 
system are long overdue. The need now is for immediate action so that the 
present needs of millions of families may be met and so that unemployment 
insurance can play its proper part in halting the downward drift of our 
economy. 

“THE NEED FOR NEW LEGISLATION 


“There has been an accelerating increase in insured unemployment. In Sep- 
tember insured unemployment was 18 percent above the level of September 
1956; in October 41 percent higher; in November 49 percent higher; and in 
December 64 percent higher than the same month of the previous year. By the 
end of January insured unemployment was over 2.9 million. Insured unem- 
ployment now represents 7 percent of all covered employees and in some States 
exceeds 13 percent. 
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“These 2.9 million workers are receiving average weekly benefits of only one- 
third of their normal wages. The average benefit payment is about $27. Hun- 
dreds of thousands of wage earners are compelled to support their families on 
less than $20 a week. The maximum benefits now allowable in most States 
are so low that most unemployed are receiving the maximum rather than a 
benefit set as a specified proportion of their earnings, as was originally intended 
by the supporters of the Social Security Act and State unemployment-compen- 
sation laws. 

“Over a million and a half unemployed workers, or nearly a third of all those 
unemployed, are not receiving any benefits at all. Some have been unemployed 
since September or October and their benefits have long since expired; others 
work for small companies and are not covered by State laws; some have been 
declared ineligible and others disqualified. Many of these people will soon be 
on public assistance. “ 

“Many of the eligibility and disqualification provisions of the State laws have 
been developed with a view only to reducing the employer’s tax and have no 
relationship to the basic purposes of an unemployment-insurance program or 
to the causes of the worker’s unemployment or his willingness to accept work if 
offered. 

“The low benefits and unfair exclusions have prevented unemployment in- 
surance from playing the significant role in economic stabilization that was 
originally intended. Less than 20 percent of the total wage loss from current 
unemployment is being replaced through benefit payments. As more and more 
workers exhaust their benefit rights, this total wage replacement will drop still 
lower ; in some communities, it is already down to 10 percent. 


“PROVISIONS OF THE KENNEDY-M’CARTHY BILL 


“If unemployment insurance is to be any more than a stopping place on the 
road to public relief, immediate legislation is required. The Kennedy-McCarthy 
bill would amend the Social Security Act and the Unemployment Insurance Tax 
Act to provide the following minimum standards which all State laws would 
be required to meet: 

“(a@) Maximum primary benefit levels shall be not less than 6624 percent of the 
State’s average weekly wage. Subject to this maximum, each individual’s pri- 
mary benefit shall be not less than 50 percent of his weekly wages. 

“(b) Benefits shall be payable as long as the claimant is able and available 
for suitable work subject to a limitation of 39 weeks’ maximum duration. 

“(c) Coverage shall be extended to all employers who have one or more indi- 
viduals in their employ. 

“(d) Disqualifications for voluntary quit, discharge for misconduct, and 
refusing suitable work shall be limited to 4 weeks. 

“(e) State benefits cannot be denied or reduced because of the receipt of 
supplementary unemployment benefits. 

“In addition grants from the Federal Government reinsurance fund will be 
allowed to States in difficulty because of high rates of unemployment. 

“This program will continue to be financed as at present by the State credit 
against the 2.7 percent of taxable payroll required under the Federal Unem- 
ployment Insurance Act. 

“In order to meet the immediate need, benefits would be paid, until July 1, 
1959, up to the specified benefit levels with the Federal Government bearing 
the cost of those benefits over and above what is now being paid by the States, 


“THE IMPORTANCE OF FEDERAL STANDARDS 


“Unemployment insurance is a joint Federal-State program and improvements 
ean come at both levels of government. The States’ record to date, however, 
does not offer promise of forthright action. Unemployment insurance has be- 
come a pawn in the rivalry of States for new industry. With almost monoto- 
nous regularity over the years, benefit levels have been tailored to tax reduc- 
tions until, in most States today, employers are paying less than one-third the 
tax they paid when unemployment insurance was established, and in a few 
States the majority of employers pay no tax at all. 

“Despite repeated urging by the President and the Secretary of Labor, no 
State legislature has enacted legislation to bring maximum weekly benefits rela- 
tive to earnings up to the level at which they stood in 1939. 

“Although this preaching to the States has proven itself ineffective, the Presi- 
dent in his Economic Report again offered no better alternative. 
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“It is now more clear than ever that the only way to put the States on a 
level of equal opportunity is to establish minimum Federal standards. 

“The Kennedy-McCarthy bill, by establishing these standards, recognizes that 
the major resource of a free people is the high morale that comes with economic 
security and the certain knowledge that a grateful Nation will not put the full 
cost of economic irregularity on working people.” 

These documents set forth our basic position. We support emergency legis- 
lation designed to meet the deficiencies of the program pending the enactment of 
the basic improvements our organization has called for, but we must make it 
perfectly clear that we cannot accept the limited objectives of emergency leg- 
islation as a substitute for the basic improvements so long overdue and 
which are now brought to public attention by the exigencies of the present 
serious unemployment situation. 

We do not believe it is necessary to convince the members of this committee 
that unemployment in this country is now a serious matter. This recession, 
with 5.3 million unemployed, is worse than all but 3 of the 7 economic declines 
that has occurred in the last 40 years. There are now more people unemployed 
than at any time since 1941, more than in either the 1949-50 or the 1953-54 
recession, both when measured in absolute terms and when measured as a pro- 
portion of the total work force. After making adjustment for seasonal changes 
and all other factors 6.7 percent of our labor force is out of work compared 
with 6.3 percent in 1950 and 5.6 percent at the peak of the 1953—54 recession. 

The total of unemployed is more than all the people working on all the farms 
in the United States. It is more than all of the people living in the States of 
Wyoming, Vermont, Utah, South Dakota, Rhode Island, North Dakota, New 
Mexico, New Hampshire, and Nevada put together. 

The Federal Government describes a distressed labor area as one having 6 
percent or more of the labor force unemployed. Applying this definition, the 
entire United States now is a distressed labor area. Thirty-five of the 51 
States have more than 6 percent of their eligible unemployment compensation 
recipients drawing benefits. Seventeen of these 35 have more than 9 percent 
drawing benefits. 

This year our unemployment-insurance system will pay out more than $3 
billion in benefits, but the insufficiency of this amount given the magnitude of 
our unemployment is the vital concern of the Nation today. 

The shortcomings of unemployment insurance are of three kinds. First, 
benefits are being paid only to 6 out of every 10 of the unemployed. Second, 
workers fortunate enough to draw benefits are averaging less than $30 a week. 
Benefits average only about one-third of past weekly earnings. Third, about 
40,000 claimants each week are using up the last of their benefits. 

Taking the exclusions, the exhaustions, and the low benefit levels into ac- 
count, unemployment compensation is returning to the economy less than 17 
percent of the total wages lost. Because of this loss to our national purchasing 
power, these hearings today are concerned not only with the plight of the laid-off 
worker, but also with the plight of his butcher, his grocer, and his landlord. 


THE INSUFFICIENCY OF WEEKLY BENEFIT PAYMENTS 


There are in all States together 3.3 million workers now drawing unemploy- 
ment insurance benefits although the rate of this claim load varies greatly from 
State to State. 

In any consideration of what should be done to help the unemployed it is neces- 
sary to inquire how these people are managing their personal and family fi- 
nances, and I wish I had time to tell you the detailed personal circumstances 
our members have related to us, but I am certain that you have heard similar 
accounts from people in your own States. 

The Department of Labor has conducted studies on the adequacy of benefit 
levels so that we have accurately controlled research investigations but the 
results of these studies have not been presented to you by the administration. 
One such study just published was made in Florida. It shows that a great many 
claimants did not receive benefits equal to 50 percent of their weekly earnings, 
not only because of the low-benefit amount but also because of inequities in the 
high-quarter method of determining benefits. This study carefully tabulates 
the financial adjustments families had to make when forced to live on jobless 
pay. It showed that the normal income of these families was so low that when 
laid off they were unable to reduce substantially their expenditures, with the 
result that benefits from unemployment insurance represented only 60 percent 
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of the expenditures these people had to make while unemployed. The benefits 
received fell far short of covering nondeferrable expenses. 

The study concluded as follows: ‘As a result of the inadequacy of benefit pay- 
ments, substantial numbers of the claimants were forced to postpone purchases, 
to reduce or liquidate their savings, to borrow money, to lapse insurance policies, 
to defer medical treatment, and even to seek relief.” Other adequacy studies 
made in Pittsburgh and elsewhere have produced similar conclusions. 

The cost schedule used for planning personal and family budgets developed 
for use of the welfare agencies of New York City, allows a single unemployed 
man actively seeking work $41.30 to maintain himself and his residence; the 
budget for a family with 3 children requires $86.55 a week. To this, I would like 
to make two comments: first, these are welfare agency standards, and second, 
the cost of living is higher than in New York City in many parts of the country 
including Atlanta, Chicago, Detroit, Los Angeles, Minneapolis, Philadelphia, 
Portland, St. Louis, Boston, Cincinnati, Cleveland, Houston, Pittsburgh, Seattle, 
and here in Washington, D. C. It is clear that neither single claimants nor 
families can manage on $30 a week. 

The plight of families is specially serious. Only 10 States provide any de- 
pendents’ allowances and half of these limit them to less than $10 regardless 
of the number of dependents. According to the Bureau of the Census, over one- 
third of the present unemployed are married and have families to support. 


THE DECLINE IN MAXIMUM PAYMENTS RELATIVE TO AVERAGE WAGE LEVELS 


During the last 20 years, the ceiling payments allowed under State laws have 
failed to move upward at the same rate as wages with the result that in all 
States, barring none, the maximum benefit allowances as a percentage of wage 
levels are today only a fraction of what they were in 1939. The median or 
middle State in 1939 had a maximum benefit of 65 percent of its average weekly 
wage. The median State today has a maximum benefit of only 44 percent of its 
average weekly wage. 

The following table shows how the maximum benefit amounts relative to 
wages have declined in each State. 


Basic mawimum benefit amounts’ as a percentage of States’ average weekly 
wages 


l | 
States 1939 States 1939 | 1951 


| (Jan, 1) 








1951 | 1958 
| 


33 33 || Nebraska 

34 | é Nevada.. 

53 || New Hampshire 
California 38 | 5 || New Jersey 
Colorado New Mexico. 
Connecticut - - - ‘ 56} 39 | 7 || New York 
Delaware 58; 40 : North Carolina. - 
District of Columbia | 36] | North Dakota 
Florida _ - } 81] | 45 || Ohio 

Georgia | | 42 48 || Oklahoma 
Hawaii-_-. | 5 | 48 57 || Oregon 

Idaho 82 | '| Pennsylvania 
Illinois 56 | 37 3: Rhode Island 
Indiana | 68) 43 South Carolina 
Iowa 67 | 46 41 || South Dakota 
Kansas | 66] 49 45 || Tennessee 
Kentucky 69 46 | 45 || Texas 

Louisiana 90 49 35 Utah 

Maine 74| 49 50 || Vermont 
Maryland | 65 47 47 || Virginia 
Massachusetts .. a 45 47 Washington 
Michigan | §3 38 | 31 || West Virginia 
Minnesota 62; 43 48 || Wisconsin 
Mississippi | 97 48 | 54 || Wyoming 
Missouri_- | 61) 43] 42 | 
| 


Alaska 
Arizona 
Arkansas... - 


Alabama...-.-- i 4 & | 45 3 || Montana_--- 
| 














1 Exclusive of dependents’ allowances provided in 10 States. 
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Not only have maximum benefit levels relative to wages declined in all States 
since 1939, but they have declined in 25 States since 1951. 

The significance of the decline in maximum benefit levels is that the original 
intent and purpose of unemployment insurance has been all but destroyed. The 
original intent was to provide the great majority of the jobless with a benefit 
equal to half of their weekly wage. Originally the maximum benefit or ceiling 
was set high enough to permit this, but with the rise in wage levels, more and 
more workers began to draw the maximum rather than a wage-related bene- 
fit amount. In some States, 75 percent of all claimants draw the maximum and 
only 25 percent draw a benefit of at least half of their lost wage. 


DURATION OF BENEFITS 


When a recession like this one strikes, people are out of work for a long time 
and according to data from the Bureau of the Census, over a million people now 
out of work have been unemployed more than 15 weeks, and 400,000 have been 
out of work over 26 weeks. Due to the shortcomings of State laws, over 800,000 
have exhausted their benefits since this recession started in September. 

State unemployment compensation laws do not provide adequately for the 
growing length of unemployment because the maximum number of weeks allow- 
able is too short and because under State laws with variable duration some of 
the unemployed have their benefits cut off by the very fact that they were pre- 
viously unemployed. There has been a great deal of confusion in public dis- 
cussions and in the press on how State laws determine the duration of benefits 
for different beneficiaries. 

The best duration provisions are those in the 1 State that provides all bene- 
ficiaries with 30 weeks of benefits if they are not able to find a job in that 
period and in the 7 States that provide all beneficiaries with 20 weeks of bene- 
fits. A uniform duration of benefits for all beneficiaries is provided in 7 other 
States, but in each case the amount is less than 26 weeks. In these 15 States 
with a uniform duration for all beneficiaries, every worker gets the same number 
of weeks of benefits regardless of past earnings (provided, of course, they have 
demonstrated attachment to the labor force and can qualify under all other con- 
ditions of the State law). 

In all the remaining 38 States, the duration of benefits differs for each claim- 
ant depending on his earnings during some previous period called the base year. 
These are the variable duration States and they limit the total amount of bene- 
fits receivable during a 12-month period, called the benefit year, to some fixed 
proportion (usually one-third) of the claimant’s base year earnings. For ex- 
ample, if a worker made only $900 in his base year, total benefits could not ex- 
ceed $300 no matter how long he remained unemployed. If his weekly benefit 
amount were $30, he could draw benefits for only 10 weeks. He would have to 
have earned $2,340 in his base year to get 26 weeks of benefits. It is mislead- 
ing to say that workers in these States may draw up to 26 weeks of benefits, be- 
cause each claimant has his Own maximum set by how fortunate he was in 
his base year earnings, and in some States he may draw as little as 6 or 8 
weeks, even though the so-called maximum duration is 26 weeks. 

At a time like this, it is easy to see why uniform duration laws are preferable 
to variable duration laws. Under variable duration, the worker is penalized 
for loss of earnings in his base year even when that loss is due to his being 
laid off, or due to illness or some other cause over which he has no control. This 
recession has now gone on so long that some of the unemployed now are eligible 
for benefits for a reduced period only because they were laid off a part of last 
year. 
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Unemployment insurance exhaustions by State 


1957 1958 
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It is interesting to note that the Administration, which has repeatedly recom- 
mended the principle of uniform duration to the States, now proposes in its bill 
to add a variable duration on top of the existing variable duration laws, thereby 
compounding the inequity. 


UNEMPLOYED NOT INCLUDED IN UNEMPLOYMENT INSURANCE 


Why is it that nearly 2 million of the 5.3 million unemployed are not re- 
ceiving any unemployment insurance? 

We have already pointed to the 800,000 who have exhausted benefits since 
September. 

Some workers have failed ‘to pass the stiff eligibility requirements in State 
laws and others have been disqualified. Many of the eligibility and disqualifica- 
tion provisions have been developed with a view only to reducing the employer’s 
tax rate and have no relationship to the basic purposes of an unemployment in- 
surance program or to the causes of the worker’s unemployment or his willingness 
to accept work if offered. 
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Over half the State laws provide coverage only for those working in establish- 
ments with four or more employees. In periods of full employment, about 
two million more employees would be covered if all State laws extended cover- 
age to establishments of one or more. Only 18 States provide this coverage at 
the present time and there has been no extension of coverage to small establish- 
ments in recent years. The high bankruptcy rate of small business suggests 
the need for this kind of coverage for employees willing to accept the insecuri- 
ties of his kind of employment. 

In normal times, about 5 million State and local government employees are 
not covered under State laws; nor are the 1.2 million people working for non- 
profit institutions; nor are the 2.9 million recently discharged servicemen who 
served in other than the Korean war. And there are over 15 million agricul- 
tural, self-employed, domestic, and other categories of people who have no unem- 
ployment insurance. 

With what we know of the characteristics of the unemployed, we can estimate 
the relative size of the protected and unprotected groups among the unemployed, 


Percent 
Total unemployed 


Total drawing benefits 


Ne ee nn ainiad oh a susteapastbedinidahie iss eaupetien anal 61 
Under other UC programs (railroad, Federal employees, vet- 
erans) 


Total not drawing benefits 


Workers who have exhausted benefit rights 

Workers with insufficient wage credits (ineligible) 

Delayed filers, nonfilers, disqualified, waiting period 

Workers not covered (employees of small business, State and local 
governments, nonprofit institutions; servicemen, etc.) _- 


THE STATES HAVE FAILED TO ACT 


The shortcomings in State unemployment insurance laws have received the 
attention of numerous public bodies of inquiry, including the Advisory Council 
on Social Security to the Senate Committee on Finance of the 80th Congress, 
the Federal Advisory Council on Employment Security, and the Kestnbaum 
Commission on Intergovernmental Relations. The President and the Secretary 
of Labor have recommended to governors and State legislatures that they look 
to improving their programs by raising maximum benefits to provide maximum 
benefits of 60 to 6624 of average weekly wages, establish uniform duration of 
26 weeks, eliminate harsh and restrictive eligibility and disqualification provi- 
Sions, and extend coverage to establishments with one or more employees. I 
do not need to dwell any longer on the unwillingness or inability of the States 
to make these recommended improvements. 

The main reason that States acting individually are unable to make these im- 
provements is for the same reason that no State paid unemployment compen- 
sation benefits prior to the enactment in 1935, by the Congress, of the Social 
Security Act. They are unwilling to provide any benefit program that would 
adversely affect employer tax rates. With the high employment levels that have 
characterized most postwar years, employers began to think of unemployment 
insurance as a way of reducing taxes rather than as a way to improve benefits 
for their own employees. Average tax rates last year were only 1.3 percent of 
taxable payroll, and that taxable payroll represents now only 65 percent of total 
payrolls in covered employment. Under employer pressures, State unemployment 
compensation laws have been perverted from a system of paying adequate bene- 
fits to the unemployed to a system of achieving tax reductions for employers. 

President Meany, addressing delegates to the recent AFL-CIO Economic and 
Legislative Conference, effectively summarized the situation : 

“In good years, the legislators said there was no sense in improving unemploy- 
ment insurance when you didn’t have unemployment. In bad years, they said 
they couldn’t afford to improve unemployment insurance. And in routine years, 
they said : ‘Let’s not rock the boat.’ 
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«“* * * the legislatures of the several States have far less regard for the 
urging of the President of the United States and of the Secretary of Labor than 
they have for the political power of the business interests of their States.” 

We are now paying the price for this irresponsibility. 

Through zero tax rates and sterile reserves, many States have taken the “insur- 
ance” out of unemployment insurance. During 1956, 95 percent of the employers 
in one State paid a zero-tax rate, and in nine other States a large proportion of 
employers also paid nothing. 

Understandably, no State wants to step far out of line for fear that the higher 
cost of adequate benefit formulas will establish tax rates that will discourage 
employers from moving into that State or expanding within it. I do not think 
employers actually choose a plant location because of a 1 or 2 percent variation in 
unemployment compensation contributions, but their argument is always a telling 
one in legislative policymaking. The only ways States can be put on a basis of 
equal advantage is through uniform Federal benefit, coverage, and eligibility 
standards. It is significant that the greatest single improvement in unemploy- 
ment insurance was made when Congress, in 1954, extended coverage to four or 
more employees. 

FEDERAL ACTION IMPERATIVE 


Two facts of striking significance appear from the record of 22 years of legis- 
lative experience in the field of unemployment compensation. The first is that the 
States, left to themselves, or even on repeated urging from the highest levels of 
Government have not taken the steps necessary to enable their programs either 
to meet the essential needs of the unemployed or to fulfill their economic function 
of maintaining an adequate level of purchasing power. The second is that, from 
the time of enactment of the Social Security Act to the present, the major signifi- 
cant improvements, made in the protection afforded wage earners’ incomes against 
unemployment have been taken in response to action by the Federal Government. 

It is therefore not surprising that in this period, when our Nation is confronted 
with the heaviest load of unemployment in all the time when the system could be 
said to be in full operation, the idea of action by the Federal Government is so 
widely accepted. Members of both political parties in both Houses of Congress, 
and even the Eisenhower administration, which has heretofore stoutly clung to 
the view that whatever the State legislatures agree to do would be sufficient, have 
now called for action by the Federal Government. Of course, the opinion that the 
szovernment must act in this emergency is not unanimous. But the pleas for inac- 
tion come mostly from two groups: those who maintain there is no real problem 
and those who, while admitting there is a problem, apparently fear the conse- 
quences of any action by the Federal Government more than they fear the 
consequences of unemployment and economic depression. 

Among those willing to face up to the stern, hard facts of 5 to 6 million persons 
unemployed through no fault of their own, in the light of a realistic analysis of 
the dim hope of any substantial improvement in the situation in the near future, 
there is general recognition of the futility of relying on action by the various 
States to meet the social and economic necessities of the hour. Moreover, there is 
implicit in all these demands for Federal action, a recognition that the situation 
with which we are now confronted results from the long record of failure op the 
part of the States to enact programs adequate to an emergency of this magnitude. 
The question, therefore, which confronts the Congress is no longer whether the 
Federal Government should act. The question is now only what kind of action 
should be taken. 

The emergency problem of 5 to 6 million unemployed is the immediate one. 
For most of those who have been laid off, the situation-is desperate. Many of 
them have very limited, if any, cash reserves and for all of them, the demands of 
current, personal, and family responsibilities continue. They continue even in an 
aggravated form as living costs continue to soar. Moreover, a very great many 
have commitments in the form of payments on homes and durable consumer 
goods such as automobiles and household appliances which must be met. It would 
be not only a serious personal loss to these families, in terms of their living stand- 
ards, but a further depressing influence on the economy if these items should have 
to be placed on the market as a consequence of the inability of the unemployed 
workers to keep up the payments. These are real, compelling, human problems 
and we understand and share the concern with them on the part of the members 
of this committee and of the authors of the bills now before you. 
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There are other related problems, but problems of a different kind. Among 
them, certainly, is the consideration of what long-run effect any action taken to 
meet the present emergency might have on the Federal-State unemployment insur- 
ance system. We are confident that this committee, which has had the major 
responsibility for 23 years for designing and protecting the principles and struc- 
ture of our whole social insurance program, will not now be persuaded to depart 
from these accepted principles under the pressure of an emergency situation, 
You will, we are sure, weigh your emergency programs in the light of the effect 
your action might have on the future stability and soundness of the system. 


REVIEW OF SPECIFIC PROPOSALS 


Of the various proposals that have been offered, we should like now to present 
our views with respect to the two major ones with special attention to the respects 
in which they appear to meet the necessities of the present emergency and to 
measure up to some of the long-run considerations we have indicated, namely the 
Mills-McCormack bill (H. R. 11326 and 11327) and the Reed bill (H. R. 11679). 

We should like first to point out some of the elements common to both proposals, 
which in our view, merit their favorable consideration. First, both proposals re- 
cognize the need for Federal action in the emergency and the need for the appro- 
priation of funds out of general revenues, both for the payment of benefits and 
for the additional costs of administration. 

At first blush, the need for a special appropriation for the payment of benefits 
would appear incongruous in view of the fact that there is now roughly $8 billion 
held in the unemployment reserve funds, which represent taxes already paid, and 
which under the law, are available exclusively for the payment of benefits. How- 
ever, these bills also recognize the practical situation arising from the fact that, 
though in total, funds in this amount would appear to be more than adequate, 
they cannot be made available for the payment of additional benefits except by 
actions of the State legislatures. They recognize the generally accepted fact that 
it would be practically impossible for the State legislatures to amend their State 
laws even if they were willing to do so with the speed necessary to get these funds 
paid out in benefits to unemployed individuals to meet the necessities of the 
present emergency. 

More significantly, the proposals contained in both bills for the appropriation 
of Federal funds, are in recognition of the fact that the amounts within the 
separate State reserves do not reflect the relative need within the individual 
States. As they are held in trust for the separate States, these moneys are, in 
effect, in separate watertight compartments. The latest information available 
from the Department of Labor indicates the wide variation, both with respect 
to the absolute amounts of the individual State reserves, and with respect to 
the ratios of the reserves to the benefit requirements. If the total of all reserves 
at the end of last year, amounting to $8.66 billion, were available for payments 
in all States it would be sufficient, without any additional income to pay bene- 
fits at the levels and in the amounts paid during all of 1957 for an additional 
5 years. However, there is no such pooled fund and the $8.66 billion is only a 
total of separate State reserves. In the District of Columbia, even without 
any additional revenues, there was enough in the District’s reserve account to 
pay benefits at the 1957 level for 12% years. Three other States had enough 
to pay for more than 12 years’ benefits. At the other extreme was Alaska, 
where the reserve, including a loan of $2.63 million from the “Reed” fund was 
only sufficient to meet benefits for less than 3 months at the 1957 level. Massa- 
chusetts could pay for a little over 2 years, and Rhode Island for about a year 
and a half. 

In contrast, the appropriations proposed in both the Mills-McCormack and the 
Reed bills would make funds available to the States without regard to the con- 
dition of the individual State reserve accounts. 

In a narrow sense, this recognition of need contained in both these proposals 
would be viewed as simply an acknowledgment of the stern facts of the present 
emergency situation. But they have deeper and more far-reaching implications. 
They reflect the acknowledgment of two basic weaknesses of our present unem- 
ployment insurance system: First, that the real problem, even in this time of 
emergency, is not a lack of funds, since in total, the amount earmarked for this 
purpose now held in trust would appear more than adequate to the needs; the 
real problem is the inability or unwillingness of the States to make available 
the funds that have been raised through the unemployment tax. Secondly, that 
the problem of unemployment is essentially national in character, and that it can 
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be met only through the channeling of benefits distributed to unemployed workers 
within the States, without regard to the immediate ability of the individual 
State to carry the financial burden. Such a proposal for the payment of bene- 
fits out of a general fund, even within specified limits, is in accord with the 
basic principle of Federal reinsurance of the State system, which we in organ- 
ized labor have long advocated. 

Secondly, both the Mills-McCormack and the Reed bills would put substantial 
amounts of money into the hands of about 400,000 unemployed workers who 
have, since January 1, exhausted their benefits under State laws. This would be 
a significant contribution toward meeting both the immediate needs of those 
among the unemployed who would receive the benefits, and the economic recoy- 
ery, which would be of benefit to everybody. Certainly the American labor 
movement would not oppose, in itself, such a sizable humanitarian and recovery 
program. Benefits paid to these people who have exhausted or are about to 
exhaust their benefit rights under the State laws, would represent what might 
be called high-velocity recovery money. Under the proposals of both bills, the 
funds would get into consumer channels more quickly than funds under any 
other type of program. Certainly we support public works, and other proposals 
designed to stimulate economic recovery, but the funds under such proposals 
would not get into the consumer channels until several months, and in some 
cases, a year or more after the enactment of the necessary legislation. Further- 
more, the funds represented by these benefits would not only get into the hands 
of consumers quickly, but they would get out of their hands with equal speed, 
and directly into the channels of trade and commerce, since they would be used 
for immediate consumer purchases or to pay indebtedness on goods already pur- 
chased. Thus the stimulus that would be provided by the appropriations con- 
templated in both these bills, would be direct, immediate, and substantial. Of 
the two measures, it is to be noted that the Mills-McCormack bill would, par- 
ticularly because of its provision for higher benefits, make a more substantial 
contribution. 

Both of these major proposals also have in common some significant short- 
comings. 

1. Both the Mills-McCormack bill and the Reed bill proposed to provide bene- 
fits to only one category of the unemployed not currently eligible for benefits 
under the State programs, namely, those who have met the tests of eligibility, 
have drawn benefits for the periods specified under their State laws and have 
exhausted or will, before the expiration date, exhaust their benefit rights 
While in absolute numbers this is a significant part of the unemployed, it leaves 
a very large number still without protection. As indicated above, there are, 
for example, at the present time, about 5.3 million unemployed ; 3.5 million, are 
drawing benefits, leaving about 1.8 million not eligible for various reasons. Of 
this 1.8 million, only about 450,000, or about 25 percent are those who have 
exhausted their benefit rights under the State laws since January 1. It is this 
25 percent who would benefit from the provisions of both of these proposals, 
leaving the other 75 percent of the unprotected unemployed without any avail- 
able benefits. At a later point we will recommend to the committee a method 
of meeting the needs of this group. 

2. Both of the major bills we are now considering also take care of only a 
part of the problem of that portion of the unprotected unemployed for whom 
they propose to provide benefits. They propose to extend the period for which 
benefits are payable, but contain no proposal for meeting the problem arising 
out of the inadequate level of the benefits currently paid under the State pro- 
grams to persons who have not yet exhausted their State benefits which we 
detailed in the earlier part of this statement. The shortcomings of the two bills 
in this respect are not identical. While the Reed bill provides for the pay- 
ment of benefits for an extended period at the level for which the individual 
was eligible under his State program, the Mills-McCormack bill would pay these 
extended benefits at a level provided under a different formula, namely, one- 
half of the weekly wage earned by the claimant while he had been employed, but 
not to exceed a maximum set at two-thirds of the average wage in the State. 
You will note that this standard is the same which the Eisenhower administration 
has been asking the States to adopt for their own programs, but which no State 
has yet been willing to adopt. In this respect, we feel that the Mills-McCormack 
bill is much to be preferred over the Reed bill, not only because of the more 
nearly adequate benefits it would provide, but because it seems to us most appro- 
priate that benefits paid out of funds directly appropriated by the Federal Gov- 
ernment should be paid according to standards set by the Federal Government. 
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We recommend, however, that this standard of benefits be made applicable to 
persons currently drawing benefits under the State programs. 

8. Both the major proposals which we have been describing also perpetuate 
the inequities of the provision for the duration of benefits now imbedded in 
the State laws, even though both would extend the duration for those who ex- 
haust their benefits. The Reed bill, in a sense, even aggravates the present 
inequities of duration, as it would add only 50 percent to the number of weeks 
for which, under his State law, a claimant would be eligible. In the 7 States 
with a uniform duration of 26 weeks, this would bring the maximum duration 
to 39 weeks, and in the 1 State with a uniform duration of 30 weeks, it would, 
of course, bring the maximum to 45. In some States, under some conditions, 
an unemployed worker is eligible for as few as 6 weeks, and for such a worker, 
the Reed bill would provide only a maximum of 9 weeks. For the country as 
a whole, the average number of benefit weeks for those who have exhausted 
their benefits, is about 20, so the Reed bill would bring the national average up 
to about 30. However, in 2 States the average number of weeks for which a 
beneficiary draws benefits before exhausting his rights is 12 and in these States 
the operation of the Reed bill would serve only to bring the average up to around 
18. It further aggravates the individual variations in duration within a State. 
For example, in a State in which duration varies from 10 to 26 weeks—a dif- 
ference of 16 weeks—the Reed bill would change the duration to a period of 
from 15 to 39 weeks, a variation of 24 weeks. It is disappointing to see that the 
bill which has now been offered by the Hisenhower administration so aggravates 
the inequity of these wide variations in duration, since for 5 years the adminis- 
tration has been pointing out the desirability of uniform duration in all the 
States. True, only 15 States have adopted uniform duration provisions, but 
apparently the administration now has fallen back to acceptance of variable 
duration. 

While the Mills-McCormack bill is an improvement over the Reed bill in this 
respect by adding a flat 16 weeks to the period for which an unemployed worker 
would be eligible for benefits, it also permits the continuance of the variable 
duration now in the State laws. It does not compound the inequity, however, 
in the same way that the Reed bill proposes todo. At least the Mills-McCormack 
bill provides a uniform additional period of benefits which are to be paid out 
of appropriated funds. 

The Reed bill fails to provide benefits for even all those unemployed who, 
while at one time eligible under the State laws, have now exhausted their 
rights. Since September of last year, when this recession started, a total of 
more than 800,000 people have exhausted their compensation and these ex- 
haustions are continuing at a rate of 40,000 a week. The setting of the arbitrary 
date of January 1 to pick up htese exhaustees on a temporary supplementation 
program discriminates against all those who exhausted around Christmas, or 
before. Even with respect to people who exhaust their State benefits after 
January 1, no benefits will be paid under the Reed bill for weeks of unemploy- 
ment prior to 30 days after enactment. The Secretary has indicated that the 
earliest effective date of his proposed program would probably be June 1. The 
Mills-McCormack bill recognizes the needs of these persons for each week of 
unemployment occurring after January 1. 

4. Both these bills provide for the expenditure of Federal funds, but fail to 
require the States to meet basic Federal standards with respect to benefit 
amounts and duration. They both fail to make certain that the Federal Goy- 
ernment will not have to take similar action in future emergencies. 

For many years past, students of social insurance along with representatives 
of organized labor and other groups have pointed out that the States would have 
to improve their benefit levels and extend the duration of benefits if these pro- 
grams were, in the aggregate, to provide an adequate defense against any 
serious amount of unemployment. During the last 5 years President Hisen- 
hower and Secretary Mitchell, on numerous occasions, have joined in calling 
on the States to raise the benefits so that the great majority of workers would 
be able, in the event of their unemployment, to draw benefits amounting to at 
least one-half of their regular earnings. We do not believe that the Congress 
should limit its action to the appropriation of money to pay benefits to a limited 
number of unemployed for an extended period of time, without requiring that 
the States themselves measure up to the standards to which they have re- 
peatedly been called. The appropriation of Federal moneys requires notice to 
the States that the inadequacies of their laws must be corrected so that in future 
emergencies the Federal Government will not have to make up the difference and 
bail them out of their difficulty. 
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Action by the Congress to face up to the essential shortcomings of the system, 
which have in fact contributed materially to the emergency now confronting us, 
by requiring the States to met basic minimum standards, at least with respect 
to the level of benefits and the duration of the benefit period, will remove any 
premium on inaction by the States in future years. Moreover, any proposal 
which simply provides funds to meet part of the deficiency in the States, so 
glaringly revealed by the emergency, without requiring the States to meet any 
standards on their own part, projects certain inequities into future periods of 
unemployment and in effect says to those who may find themselves unemployed 
at some future date: “If you happen to be one of 3 or 4 million unemployed, 
we leave you to the mercies of the State benefit schedule for as short a period 
as your State may see fit to provide, but if you are fortunate enough to be one 
of 5 or 6 or 7 million unemployed, the Federal Government will come to your 
aid. It is also clear that this kind of policy would greatly reduce the effective- 
ness of the unemployment insurance system as an early brake on any future 
downward drift in the economy, as it does not begin to operate in full force until 
unemployment has reached serious proportions. 

On this question of the lack of Federal standards in both of these proposals, an 
exception should be noted with respect to the Reed bill. In the explanation of 
the Reed bill prepared by the Department of Labor, it says: 

“It would not impose any Federal standard on the States or change in any 
way the standards that the States have set in their unemployment compensation 
laws with respect to eligibility, disqualification, or benefit amount. Nor would 
it change the duration of benefits provided under the State law, but rather 
would provide additional temporary benefits for those who have exhausted their 
rights under State or Federal laws.” 

With respect to duration of benefits, this statement is not precisely accurate. 
Since the bill provides, in section 102, an extension of benefit payments for varying 
periods depending on the duration provided under each existing State law, and 
then in section 111, provides that if the State in which such extended duration 
benefits have been paid, has not reimbursed the Federal Government for the 
amount of benefits paid during the emergency period, an additional tax will be 
levied by the Federal Government on employers in that State. Section 106 
provides that if the State has not entered into an agreement with the Secretary 
of Labor, under which the facilities and personnel of the State agency have 
been made available for the payment of such extended benefits, the Secretary is 
authorized to make agreements with appropriate Federal agencies providing 
for the payment of benefits to unemployed persons within that State. So, whether 
or not the State enters into an agreement with the Secretary under the pro- 
visions of the Reed bill, the extended benefits are to be paid within that, State, 
and eventually they are to be paid by employers within that State. 

Now we in organized labor have no objections to these provisions in them- 
selves, but then we support Federal standards, whereas the President and the 
Secretary of Labor have indicated that Federal standards, above all else, are to 
be avoided. The essential point here is that the Reed bill, with respect to the 
duration of benefits does in fact impose Federal standards retroactively. Let 
us by all means have Federal standards, but when we have them, let us not deny 
that they are Federal standards, and let us have standards of an equitable 
character—equitable as they apply to unemployed individuals and equitable as 
among States—and let us have them for the future and not imposed for a brief 
period retroactively. Federal standards applied to the State unemployment 
insurance laws, applicable within a reasonable period in the future, and with 
direct Federal appropriations, making it possible to bring benefits in all States 
up to the standards in the period during which the State legislatures are given 
a chance to bring their laws into conformity with the standards, will help keep 
us out of future trouble. 

It is heartening to note that though perhaps unwittingly, the inevitable logic 
of the situation has finally brought the administration to the acceptance of the 
principle of Federal standards in unemployment insurance legislation. 


PERSONS NOT PROTECTED BY UNEMPLOYMENT INSURANCE 


We turn now to the question raised in your committee’s announcement of these 
hearings in regard to suggestions for helping the unemployed who are not pro- 
tected by unemployed insurance. This is an important group, composed of nearly 
2 million persons and their families. Three main types of such workers may be 
distinguished : 

1. Persons who have worked in employments not covered by unemployment 
insurance, although they may have involved regular work, such as State and 
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local government, establishments with fewer than 4 employees, domestic service, 
self-employment (such as farming and small business), military service, and 
farmwork. 

2. Those who have worked in employment covered by unemployment insur- 
ance but have not earned enough to be eligible for benefits because of unem- 
ployment, illness, or personal reasons. Included are many men and women 
who are handicapped in obtaining employment, because of physical disabilities, 
advancing years, lack of experience in industry, race or nationality background. 

3. Persons who have been disqualified from receiving unemployment insurance 
benefits by harsh requirements in some States that not only postpone or reduce 
benefits but cancel wage credits with resultant loss of all benefit rights. 

These groups are suffering today because of unemployment beyond their con- 
trol and because of the inadequacy of Federal and State unemployment insurance 
laws. Improvements we have long advocated would have prevented the loss of 
purchasing power to which they and their communities are now subjected. Ex- 
tending the duration of the unemployment benefits will not help those people 
because they have not been entitled to any benefits. Cutting Federal income 
taxes will not aid them because they are without income or receiving too little 
to be paying such taxes. 

We propose two types of emergency action to aid these people and their 
communities: First, Federal recovery benefits similar to unemployment in- 
surance benefits for persons with a record of recent employment; second, Fed- 
eral grants for general assistance to aid those not eligible for unemployment 
benefits or recovery benefits. 

In many localities and States which are giving some aid to the unemployed, 
caseloads are mounting rapidly, straining available funds. In January, case- 
loads under general assistance were one-fourth higher than the year before. 
As unemployment continues and other resources are exhausted, the loads will 
rise very sharply. This situation further underscores the need for Federal 
action. 

FEDERAL RECOVERY BENEFITS 


In this emergency it is possible to pay cash benefits without a means test, 
similar to unemployment insurance benefits, to a large proportion of the people 
who are genuinely unemployed but are not entitled to unemployment benefits. 

We propose that the Federal Government make such benefits available, out 
of the general funds of the Treasury, until July 1, 1959. 

To be eligible, a person would have to register at the employment service, 
be available for work, and take a suitable job if offered. He would also have to 
have evidence of recent employment and earnings. Many types of such evidence 
are now readily available. In addition to the State employment security rec- 
ords, there are the wage records of the Bureau of Old-Age and Survivors Insur- 
ance, for small establishments, domestic service, and regular farm labor. 

Records of service with State and local governments and the armed serv- 
ices could easily be produced. Many people would have reports from employers, 
such as W-2 forms, showing wages paid and OASI contributions and taxes 
withheld. In the case of farmers and the self-employed, a duplicate income-tax 
report and receipt could be used. In some cases, a special certificate from em- 
ployers might be obtained, or other evidence could be sworn to by the applicant. 

Where regular weekly earnings can be ascertained, they should be used as a 
basis for the calculation of the Federal recovery benefits. Where weekly data 
are not available, high-quarter earnings could be used for this purpose from 
OASI and unemployment insurance records. In the case of farmers and the 
self-employed, a weekly average based on annual income could be used. 

The weekly payment should be calculated at about 50 percent of regular week- 
ly earnings, subject to the same maximum we recommend for unemployment 
benefits; namely, two-thirds of average weekly wages in employment covered 
by unemployment insurance in the particular State. The duration of these re- 
covery benefits should be similar to that permitted unemployment insurance 
beneficiaries ; namely, 39 weeks, or to the end of the period of emergency. 

A reasonable qualified requirement would be at least $300 or $400 of earnings 
or self-employment income during the 12 months used as a base period. In 
addition to other tests of availability for work, farmers, shopkeepers, and other 
persons who had been self-employed would have to show that they had ceased 
full-time self-employment. 


Administration should be lodged with the United States Department of Labor, 
in cooperation with State employment security agencies. 
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FEDERAL GRANTS FOR GENERAL ASSISTANCE 


Even with the enactment of such a program some persons would still have 
to fall back on public assistance for aid, either because their needs were very 
great or their incomes very low. 

Federal grants should at once be made available to aid States and localities 
give help to these people. Some simple form of speedy action will have to be 
developed. However, the need for Federal action does not arise only from the 
current emergency. 

Any emergency legislation should further the objective of helping the un- 
employed return to a self-sustaining methed of livelihood as soon as possible. 
They should not be forced to deplete their assets before becoming eligible. 
Nor should they be driven into substandard homes or patterns of living. Aid 
should not be refused because years of residence in a certain State or county 
cannot be proved. We will not save the Nation money in the future by forcing 
people into slum conditions which tend to breed ill health, juvenile delinquency, 
crime, and unrest. 

CONCLUSION 


It is clear that the need for supplementation of unemployment benefits is 
present, and that it is not practical to wait longer for the States to act. 
It is also clear that if Federal action stopped at the point of appropriating 
funds and providing for the distribution of benefits at the levels and under 
the conditions of eligibility now set up in the State programs, it would have 
certain damaging effects on the future soundness of the Federal-State program. 
The Federal Government is now contemplating action because it recognizes 
the inadequacy of the State laws, and it is therefore essential that it should, 
at the same time, tie into whatever action it takes, legislation which would 
shore up the State systems so that the Federal Government will not have to 
step in again each time a future recession threatens. 

Just as Federal action was necessary in 1985—through the enactment of the 
unemployment compensation provisions of the Social Security Act—to get the 
States to pass unemployment compensation laws in the first place, and again 
in 1954, when coverage was extended to all employers of four or more, so too, 
is Federal action—through the enactment of Federal standards—necessary now 
to assure that such State laws are adequate to accomplish their intended 
purposes. 

We are convinced that both the immediate and long-run needs of the unem- 
ployment-insurance program can be met by the enactment of legislation calling 
both for temporary supplementation and for the basic improvements in the sys- 
tem along the lines provided in the McCarthy bill, H. R. 10570, and upward 
of 50 Members of the House including the support of Congressmen Eberharter, 
Forand, Karsten, Keogh, King, and Machrowicz of this committee. 

We, therefore, urge the immediate enactment of legislation which would 
(1) provide for the immediate supplementation of State weekly benefits—both 
to increase the amount of the weekly benefits and to extend the period of dura- 
tion. This supplementation should be out of Federal funds and should be 
operative until at least July 1, 1959; (2) establish Federal minimum standards 
on amount, duration, and disqualifications. If these standards were to be 
effective after the middle of 1959, most States could make the necessary changes 
in their laws without the necessity of calling special legislative sessions; we 
also urge the enactment of a system of reinsurance grants in connection with 
these standards; (3) make available Federal recovery benefits to those who are 
unemployed and who have a history of employment and are able to work and 
available for work, but are not eligible for unemployment insurance benefits ; 
and (4) as a last line of defense against destitution and want, provide Federal 
grants to the States for general assistance. 

The Congress, by adopting such a program will contribute mightily to re- 
covery from the present recession, at the same time making future recessions 
less likely or less severe. By the bold and imaginative action that has char- 
acterized America’s response to crises in the past, we can turn the threats and 
dangers of this recession, and even its accompanying human suffering, into 


opportunity to build stronger defenses for our free economy and our democratic 
way of life. 


Mr. CrurksHank. Thank you, sir. 
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We are very anxious to cooperate with the wish that this com- 
mittee expressed in the announcement of these hearings when it was 
inted out that, although this is a difficult and complicated subject, 
ecause of the emergency and because of the crowded schedule that 
this committee has, you find it necessary to facilitate the hearings 
and make them as brief as it is possible to make them and give justice 
to the subject. ; 

We have received ourselves a great many questions from our or- 
ganization, the 147 affiliated national unions, quite a number of 
them, and our State branches, both the merged branches and the 
State federations of labor and industrial union councils where in 
some States they still exist separately, asking to appear on this be- 
cause our een in the field are very keenly aware of the emergency 
situation that has arisen with respect to unemployment insurance at 
this particular time. Because we are anxious to cooperate in every 
way possible, with the expressed desire of the committee to facilitate 
the hearings and make them as brief as possible and still do justice to 
the subject, we have arranged with our organizations that we will 
present the single appearance here this morning and try to present the 
views and interests of these many and varied groups totaling the 
membership of over 1314 million people. 

The single exception perhaps is one of which you are aware, Mr. 
Lester P. Schoene, who I understand has already appeared. He is 
counsel for the Railway Labor Executives Association and will pre- 
sent the views of the railway unions affiliated with our organization 
with respect to title II of the Reed bill, H. R. 11674. We concur in 
the views that Mr. Schoene has presented to this committee. 

We very much appreciate the opportunity of presenting our views 


and the views that represent the interests of our membership and af- 
filiated organizations with respect to the specific proposals which are 
now before your committee in accordance with the announcement that 
was issued on March 18. 

We do wish to make it clear, however, and attempt to do so in the 
statement which ye have accepted for the record, that our basic posi- 


tion is for a fundamental and far-reaching overhauling of the unem- 
ployment insurance system. 

We recognize that those far-reaching proposals are not currently 
before your committee and according to your announcements you are, 
we might say, concerned with some positive but limited objectives, and 
we will not go into the reasons for our support of our basic position 
because we understand that that is not currently before you. 

However, in the written statement which you have accepted for the 
record we do include two documents that set forth in some detail our 
basic position and the first of them is a resolution that was adopted by 
the second constitutional convention of the AFL-CIO in Atlantic City 
last December, and the second one which begins on page 2 is a state- 
ment which brings that position up to date with respect to certain spe- 
cific fundamental proposals, a statement of the executive council 
which was adopted on February 10. 

The far-reaching proposals were introduced by Congressman Mc- 
Carthy and a number of his associates, some of them on this commit- 
tee, on February 6, and, reviewing that, the executive council which 
was then in session supported specifically that legislation and stated 
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their reasons for it which I will not go into at this time but it is in 

the record now for your study and perusal. That, as I say, begins on 

page 2 and runs through to page 5 in the mimeographed copy that you 
ave before you. 

These documents set forth our basic position for the far-reaching 
and fundamental changes that we feel are necessary, but we do sup- 
port emergency legislation designed to meet the deficiencies of the 
program pending what we hope will be the enactment of these basic 
improvements that our organization has called for. 

Ve must make it clear on the record that we cannot accept emer- 
gency legislation as a substitute and I do not believe that anyone is 
proposing that it be accepted as a substitute for the basic improve- 
ments in the system which are so long overdue and which, incidentally, 
are brought into sharp focus and sharply to the public attention by 
the very facts with which you are now confronted and which has 
called forth the proposals for what we might call the limited objective 
legislation. 

We do not think it is necessary to convince the members of this 
committee that unemployment in this country is now a serious matter. 
There are now conservatively estimated 5.3 million unemployed and 
this level of unemployment is a level that is worse than all but 3 
of the 7 major economic declines that have occurred in the last 
40 years. 

There are now more people unemployed than at any time since 1941, 
more than either the 1949-50 or the 1953-54 recession both when meas- 
ured in absolute numbers and when measured as a proportion of the 
total workers. Making the necessary adjustments for seasonal 
changes and all other factors, we find that 6.7 percent of our labor 
force is out of work compared with 6.3 in 1950; 5.6 at the peak, or 
the valley which might be more accurate, but 5.6 at the peak of un- 
employment of the 1953 and 1954 recessions. 

ertain presentations have been presented to this committee indi- 
cating that this is a limited and very spotty kind of recession. Of 
course, there are some areas that are much more hard hit than others. 
That is just the nature of the way our system operates but we have a 
map which we would like to present for your study which shows 
that this is really pretty far reaching. 

The Cuatrman. Mr. Cruikshank, do you have small copies of that? 

Mr. CrurksHank. Yes, sir. I believe they have been distributed, 
Mr. Chairman. You will see the States where there is more 
than 9 percent of insured unemployment but you can pretty accu- 
rately project this for all unemployment in terms of percentage 
figures. 

“Mr. Foranp. Mr. Cruikshank, that is as of February 15. The 
situation is worse today. 

Mr. CrurksHANnkK. Yes, it is somewhat worse today so that this is 
a conservative figure. 

Mr. Foranp. I ask unanimous consent that these photographs and 
maps be included in the record. 

The CHamman. Without objection, they will be included. 
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(The maps and photographs referred to follow or are on file with 
the committee. ) 


EXHAUSTIONS IN 
UNEMPLOYMENT INSURANCE 


Weekly Exhaustions, EIGHT INDUSTRIAL STATES 
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Mr. CrurksHank. Thank you. 

You will note the black areas which are fairly well spread over the 
map from Maine to Mississippi and all through the Pacific North- 
west and in some of the Middle West. They are the States with 9 
percent or over. 





FEDERAL UNEMPLOYMENT COMPENSATION BENEFITS 239 


The cross-hatched States show from 6 to 8.9 percent and 
there you will find the belt extending around through California and 
Arizona up through South Dakota, Minnesota, and Wisconsin, and 
again some in the Middle West and going into Indiana and Ohio and 
New York and some of the New England States with the exception of 
Rhode Island, which is a 10.3 figure as of February. 

The Cuatrman. Mr. Cruikshank, that map refers only to those 
unemployed who are covered under some insured unemployment 
system ¢ 

Mr. CrurksHank. That is correct, sir. 

The CuatrMan. It does not include the numbers of unemployed 
in these States who are not under the State unemployment system ? 

Mr. CrurksHank. That is correct, but this is the most accurate in- 
dex we have of the total unemployment. because they are the people 
on whom there are records. If it varies from the total unemployment 
it varies on the conservation side because there are some very hard 
hit enterprises in the small business groups where there have been a 
high concentration of bankruptcies and closing down, so that these 
percentage figures are coaaiie on the conservative side, 

The CHairMan. Let me be certain that we understand. You say 
that there is 914 percent unemployed in Pennsylvania, 10.7 percent 
unemployed in Arkansas, 10.3 percent unemployed in Rhode Island. 
Do you mean that there are that many of the work force that are 
unemployed who are covered by the State unemployment system with- 
in those States ? 

Mr. CrurksHank. That is correct, sir. 

The Cuairman. It does not include those who may be also unem- 
ployed within those States but are not covered by the State systems? 

Mr. CrurksHanxk. That is correct, but being percentage figures, 
Mr. Chairman, the same percentage figures can safely be projected for 
those who are not covered. 

The Cuarrman. The reason I raised the question is that it has been 
my understanding all along that of your total unemployed approxi- 
mately 63 percent are covered by the State unemployment systems 
and the remaining 37 percent, approximately, are not covered so that 
this takes notice within the State of approximately 63 percent of the 
people who are unemployed. 

Mr. CrurksHank. Of the 63 percent who are covered under the un- 
employment system, yes, sir. 

The Cuarmman. Let us put it this way. The total unemployed in 
the State would represent 100 percent of the total of the unemployed. 
Your 10.7 figure in Arkansas does not relate to the 100 percent that 
are unemployed. It relates to the lesser percentage who are unem- 
ployed and eligible for benefits under the State system of unemploy- 
ment compensation ¢ 

Mr. CrurxsHank. That is correct; but there is, of course, also wide- 
spread unemployment in the groups that are not covered. 

The Cuatrman. When you say that in my home State 10.7 per- 
cent of the work force is unemployed, you mean the work force that 
is covered by unemployment compensation within the State so that 
the total of unemployment within the State percentagewise of the 
total of the work force within the State might be greater or less? 
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Mr. CrurgsHAnk. Yes,sir. It might be greater or less, but it would 
not vary very much from that figure and we use this figure because 
this is the one source in which we have the most accurate figures. 

The Cuarrman. I understand. 

Mr. Foranp. Am I correct in assuming that the 10.7 percent that 
Mr. anne talked about represents 67 percent of the unemployed 
only ¢ 

Mr. CrurxsHank. No, sir; it represents approximately 67 percent 
of the total work force. 

Mr. Foranp. Of the total work force? 

Mr. CrurksHANK. Yes, sir. 

Mr. Foranp. That is the point I wanted to make clear. Thank 
you. 

Mr. CrurksHank. But if we had the figures on the other 33 percent 
or 35 percent there would probably be very close to the same per- 
centage unemployed in that group for which we do not have as ac- 
curate figures as we have for this portion of the work force. 

The point that we are making in this map is that this is a wide- 
spread condition and that the unemployment, although unquestionably, 
is affecting all parts of the country, there are some places where it has 
not yet affected as sharply as the others. 

I think the low point is Florida with 3.5, and Texas with 3.6, but 
there are special factors there. 

There again also in Florida, as an example, you have what the 
chairman pointed out, that this is only the covered work force. It 
would not include all of those thousands of workers who are not 
under unemployment compensation who are unemployed in the farm 
areas of Florida at this time. 

The Cuatrman. This map shows that there are 9 percent or more 
of those eligible to State unemployment compensation employed in 
far more than the 9 States which have been referred to in the hear- 
ingsuptonow. There seem to be 16 or 17 States here. 

Mr. CrurksHank. Yes, sir. This is an impressive total when we 
think of the total in absolute numbers getting away from the per- 
centages. It is more, for example, than all the people working on 
farms in the whole United States. It is more than all the people living 
in the States of Wyoming, Vermont, Utah, South Dakota, Rhode 
Island, North Dakota, New Mexico, and Nevada put together, so that 
we can see that the impact of this unemployment is substantial and 
serious at this time. 

When we recall that the Federal Government describes a distressed 
labor area, that is one for the purpose of placing defense contracts 
and so forth, as one having 6 percent or more of the labor force un- 
employed, if we would apply that same definition the entire United 
States could be considered a distressed labor-market area. 

Taking the average over the whole United States including the 
jurisdictions that are included in the States, the District and Hawaii 
and Alaska, 35 of the 51 jurisdictions have more than this 6 percent 
level which is used to define a distressed area. Six percent of their 
eligible compensation recipients are drawing benefits. Seventeen of 
these, as the chairman pointed out, have more than 9 percent drawing 
benefits so that this is not just a little spotty situation but, while it 
has some areas more seriously affected than others, is one which is a 
pretty widespread bad condition. 
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This year our unemployment insurance system will pay out a total 
of $3 billion in benefits but the insufficiency of this amount given the 
magnitude of our unemployment is of really vital concern to our 
Nation today. 

In our unemployment insurance system as we now see it operating 
under this, we might say, test of what is approaching depressional un- 
employment, the shortcomings that are brought to Tight are of three 
kinds: 

First, the matter of coverage. Benefits are paid only to 6 out of 10 
of the unemployed ; 

Second, the workers who are fortunate enough to meet the standards 
of the State laws and become eligible to draw benefits are drawing on 
an average of less than $30 a week; and 

Third, about 40,000 of those who are drawing unemployment com- 
pensation benefits are using up the last of their benefits every week, 
about 40,000 people every week exhausting the benefit rights that they 
have under the existing State programs. 

That is the particular thing, of course, that called for these emer- 
gency proposals. 

If you take these all together, the exclusions, the exhaustion of bene- 
fit rights, the low benefits and all of those factors into account, you 
will find that unemployment compensation today is returning to the 
economy only about 17 percent of the total wages lost. In some areas 
it is lower than that. It is as low as 10 percent, but taking the country 
over the unemployment compensation system and the unemployment 
insurance system is returning only about 17 percent of the total wage 
loss. 

Our view in a nutshell is that an insurance system that only repays 
17 percent of the loss resulting from a contingency is pretty poor 
insurance. It does not meet the problem of the individual who has 
had his wage income insured and it does not meet the greater and 
broader problem of the Nation which needs to have its purchasing 
power insured because on that low level of overall recovery you did 
not meet either the social or economic objectives, and unemployment 
insurance has historically had both of those objectives in mind. 

Let us go into some of the reasons for the failure of the system 
as it now operates to meet either of these objectives. 

The first of these that we spell out are the insufficiency of weekly 
benefit payments. That is on page 6 of the statement. We have now 
in all the States together about 3,300,000 workers now drawing unem- 
ployment insurance benefits, although the rate of this claim load, as 
we have pointed out, varies greatly from State to State. In any con- 
sideration of what should be done to help the unemployed we have to 
ask ourselves how adequate the benefits are as to meeting their own 
peroneal and family financial problems that result from the layoffs and 
rom the unemployment; and we hear, and I am sure the gentlemen who 
are members of this committee, hear from your own people what 
some of these tragic stories are. Fortunately, we have more than just 
what we might call case studies that come to your individual atten- 
tion in your mail and those that come to our attention in our mail 
and what we hear from our membership and what I am sure you hear 
from your constituents. 

The Department of Labor has at the request of the Federal Ad- 
visory Council over a period of years conducted spot studies, intensive 
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studies that are statistically carefully done, which are controlled 
studies and give careful accurate research investigations of just how 
adequate or inadequate the benefits are. 

Now, one of these studies was just completed in the State of Florida, 
It shows that a great many claimants did not receive benefits equal to 
50 percent of their weekly earnings not only because of the low maxi- 
mum benefits where they hit this artificial ceiling where the relations 
of benefits to past earnings are artificially cut off because of a ceiling 
that is imposed, not only because of that but because of inequities that 
result from the quarterly method of figuring their benefit levels. 

In that State they take a given quarter of past earnings and at- 
tempt to hit 50 percent of the weekly earnings level but, if there was 
any lost time in that quarter, that lowers the average and this method 
of figuring the benefit results in their getting considerably less than 
their 50 percent of their last earnings. 

This study carefully tabulates the financial adjustments that fami- 
lies were found to have made on the basis of widespread personal 
interviews. It showed that the normal income of these families was 
so low that when laid off they were unable to reduce substantially their 
expenditures. That is, the family, as I am sure you appreciate, like a 
business, has certain fixed expenses that they cannot very well re- 
duce and the result of the low benefits in the experience of their un- 
employment meant that only about 60 percent of the expenditures 
that these people had to make while unemployed were covered by their 
benefits. They fell far short of covering the nondeferrable or fixed 
expense items in the family budget. 

The study concluded as follows: 

As a result of the inadequacy of benefit payments, substantial numbers of 
the claimants were forced to postpone purchases, to reduce or liquidate their 
savings, to borrow money, to lapse insurance policies, to defer medical treat- 
ment and even to seek relief. 

There are other adequacy studies not quite as recent as this but an 
intensive study made in Pittsburgh and in some other areas produced 
similar conclusions. 

When we think of these average benefits over the country as a whole 
around $30 a week which is the total amount that a family has to spend 
in this period of high costs, we can see how inadequate that is if we 
take as an example a minimum budget that is prepared for a single 
unemployed man who is actively seeking work. 

The welfare agencies of New York City have compiled such a 
minimum budget and say that it takes a single man who is seeking 
work a minimum of $41.30 a week to maintain himself at his residence. 

There are two comments that are pertinent to this. First, these are 
welfare and therefore very minimum basic, almost subsistence levels. 
They are subsistence levels of the requirements. 

The second is that New York is not, as many people think, the 
highest-cost place in the country. There are a number of other places 
that have a higher cost including Atlanta, Chicago, Detroit, Los 
Angeles, Minneapolis, Philadelphia, Portland, St. Louis, Boston, Cin- 
cinnati, Cleveland, Houston, Pittsburgh, Seattle, and here in the 
District of Columbia. 

It is clear that $30 a week for a claimant and his family, which is 
the average, is far from adequate if it takes $41.30 a week to maintain 
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on a subsistence level a single man in a city like New York which is 
not the highest. 

The plight of families is obviously even worse than the plight of 
the single man. 

Only 10 States and Alaska, making 11 jurisdictions in total, provide 
dependents allowances, and half of these limit the additional amount 
for families to $10 a week regardless of the number of dependents, 
and, according to the Bureau of the Census, over one-third of the 
present unemployed are married and have families to support. 

We want to point out that this level of benefits is a result of a 
deterioration in the level of benefits in relation to past earnings that 
has been going on for about 20 years and we have another chart that 
indicates what has been going on here. 

The States have failed to move upward at the same rate as wages 
and, of course, living costs have risen sharply too, and the result is 
that in all States without a single exception the maxumum benefit 
allowances as a percentage of wage levels are only a fraction of what 
they were in 1939 when it could be said that the system just got started 
going. 

The median State in 1939 had a maximum of 65 percent of its 
average weekly wage in covered employment and the median State 
today has a maximum benefit of only 44 percent of its average wage. 

Let us take a look at the chart here and see what has happened 
in terms of the percentage of past earnings that is represented by the 
maximum allowed a claimant under the State laws. This is very perti- 
nent, gentlemen, as I know you have been hearing for several days 
and will hear this afternoon again: “Just leave this to the States and 
the States will take care of it. They will do everything that is neces- 
sary to provide an adequate level of benefits.” 

We have this broken down in percentage steps of 5 percent. The 
light gray area represents the number of States in the bar chart 
within the percentage steps so that you see that in 1939 three States 
had a maximum between 95 percent and 99 percent of the past earn- 
ings of people while they were employed. One State had this maxi- 
mum between 90 percent and 94 percent, and so forth, so that here you 
see the number of States. 

Each perpendicular line represents 1 State and you get down here 
to the point that 10 States had their maximum at a level between 65 
and 69 percent. This is the level that for 5 years has been recom- 
mended by the Eisenhower administration in messages from the 
President of the United States in the state of the Union message 
quoted and supported by the Secretary of Labor in letters that he has 
written each year, I believe, for the past 5 years to the governors. 

This is the recommended standard; that is, around 65 or 66 percent 
of the earnings in covered employment should be the level of the 
maximum. 

Now, I am sure you can appreciate why that maximum and what 
these two figures are. We start with the principle that a worker 
should get 50 percent of his past earnings. Now, we or nobody that I 
know of claim that 30 percent for one of our people on the motion 
picture stages out in Hollywood, for example, who earns a thousand 
dollars a week as a camera operator—and we have contracts covering 
a minimum of a thousand dollars a week for camera operators in 
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Hollywood, one of the highest paid crafts in our organization—we 
do not claim that he should get $500 a week in case he gets unemployed, 
so that you have to have a realistic maximum that cuts off the extreme 
eases for the very highest paid workers. That maximum should be, 
it has been generally conceded and has been stated by the President 
and the Secretary of Labor, at 66 percent of the average wage of 
covered employment in the State. That is simply to prevent the 
ridiculously and unnecessarily high. This is a level which permits the 
great majority of people within a State to draw 50 percent of their 
past earnings. This is the recommended standard. 

If you will add these up, you will find that 29 States had this level 
or better in 1939. At the 60 to 64 level, there were 7 more States. 

The black lines are the number of States as of 1958, and you will 
notice that no State is above the level recommended by the President 
and the Federal Advisory Council and many students of social insur- 
ance. No State is at or above that level in 1958; 1958 levels all begin 
to show up considerably below. Three States have a maximum level 
between 55 and 59, and 4 between 50 and 54 and, in the great bulk, 
17 States have the maximum level between 45 and 49 and 14 more at 
the lower level of 40 to 44 and 3 States between 30 and 34, so that you 
see that the 1958 arbitrary cutoff figures on maximum levels are all 
below the recommended standard. 

For your information, we have appended a table, on page 7 of the 
text report, which will show the individual States and how they have 
fallen below. 

I see by the papers that you are going to hear Mr. Kendall from 
North Carolina this afternoon, and you will see that that State had a 
high level of 89 percent in 1939, 64 percent in 1951, and has fallen 10 
more points since 1958, so that the maximum cutoff figure has, in that 
State as in every other State, fallen down from 1939. Twenty-five of 
the States have fallen down since 1951 in this period where they have 
been urged by the highest levels of Government to bring it up. Some 
States have responded part way, but no State has met the standard 
that has been urged on them by the President and by the Secretary of 
Labor. 

The significance in the decline in the maximum benefit levels is that 
the original intent and purpose of the unemployment-insurance pro- 
gram has all but been destroyed. The original intent, as I pointed 
out, was to make it possible to pay 50 percent of the past earnings to 
the great majority of workers, and this does not prevail now in any 
State. 

I am going to ask Mrs. Ellickson, if I may, sir, to give you some 
later figures that run to further reinforce this same point. 

The Cuarrman. Mrs. Ellickson, have you identified yourself for the 
record ? 

Mrs. Exxickson. I am referred to in Mr. Cruikshank’s statement 
which, perhaps, takes care of that. In order to provide your com- 
mittee with the latest possible information on this important phase of 
the State laws, we obtained yesterday from the United States Depart- 
ment of Labor a table entitled, “Percentage of insured claimants for 
the maximum weekly benefit amount, fourth quarters, 1956 and 1957.” 

Because of the importance of this table, we should like your per- 
mission to have it inserted in the record. 
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The CuarrMan. Without objection, it will be inserted in the record 
at this point. 
(The table referred to follows:) 


Percentage of insured claimants’ eligible for the mawimum weekly benefit 
amount,’ fourth quarters, 1956 and 1957 
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maximum amount 2 
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Mrs. Exxicxson. This table shows that in the fourth quarter of 
1956 just over half of the insured claimants were eligible for the basic 
maximum amount permitted in their States. 
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Now, in the fourth quarter of last year, the latest quarter for which 
we have data in spite of the fact that State legislatures had met and 
considered improvements in unemployment insurance, the proportion 
of insured claimants cut off by the ceiling imposed by the States had 
risen to 54.4 percent. In other words, the majority of the people who 
claim unemployment insurance do not get this 50 percent which Mr, 
Cruikshank referred to because their benefits are cut down to this low 
ceiling now imposed in the States. 

Examining the situation for the individual States, we find that in 
all but 7 more than 40 percent of the insured claimants were eligible 
for the basic maximum. In one-third of the States the figure was 
more than 60 percent. 

Mr. CrurxsHanx. Thank you. I do not want to labor this point, 
gentleman, but { think we need to make it clear from this chart that 
these amounts do not represent the amounts actually paid to all 
workers. That is, take this very top figure in 1939. It does not mean 
that workers in any of those 3 States were getting between 95 and 99 
percent of their past earnings. It simply means that that was the 
maximum possible if they met all the most favorable conditions. 

The significance of this is that in all our social insurances in this 
country, workmen’s compensation, old age and survivors insurance, 
disability insurance, and unemployment insurance, we have striven 
toward a wage-related benefit. 

It is a part of our whole wage incentive system and we have not 
accepted the flat benefit system that many European countries and 
New Zealand and others have accepted where they want to equalize 
everybody. That is, we have not in theory but with these maximums 
representing an artificial or arbitrary cutoff point, it means, as Mrs, 
Ellickson pointed out, that about half of the people do not get a benefit 
that has a direct reltationship to their past earnings. It means that 
they bump up against this ceiling and that is as much as they get no 
matter how much they have earned in the past; and the operation 
of this leads us away from the insurance concept and usually pushes 
us in actual practice toward a flat benefit concept. 

When you get, as you have in some States I believe your chart 
showed as high as 78 percent, a State where 78 percent of the people 
that are unemployed are getting the maximum, it means they are get- 
ting a flat benefit and not a benefit that is directly related to their past 
earnings, and in such a State we have moved in a way toward the flat 
benefit concept of the European systems which we in theory have never 
accepted. 

The other factor is the question of the duration of benefits, and, 
of course, that is just the matter that has prompted the committee 
to review the specific proposals which are before you and has pro- 
moted the sponsors to put in these specific proposals. 

When a recession like this one strikes people are cut out of work 
for a long time. There are not only more people but people are un- 
employed for a longer period of time so that according to the data 
from the Bureau of the Census over a million people now out of work 
have been unemployed more than 15 weeks and 400,000 have been out 
of work for more than 26 weeks. 

Due to the shortcomings of the State laws over 800,000 people have 
exhausted their benefits since this recession started in September, 
if we agree that it started in September. 
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We have another chart that illustrates the rise in these. I believe 
ou have small copies of this chart. This chart shows the rise in 
the number of people per week who exhaust their benefit rights in 8 
sample industria] States where the figures are kept more current by 
the Department of Labor because they figure that these are 8 sample 
and key industrial States. 

For your information they are California, Illinois, Indiana, Massa- 
chusetts, Michigan, New York, New Jersey, and Pennsylvania. 

You will see that the number starting in the first week in November 
was 9,000 a week and then where the jagged line is located, it goes 
up to where in these 8 States alone by the middle of March there 
were 20,000 people a week that were exhausting their benefit amounts. 
This is a reflection of the short-duration provisions that prevail in 
these 8 States which are typical of the short duration in most of the 
States, although it includes some with a longer duration such as Penn- 
sylvania, which is the State with the uniform duration of 30 weeks, 
one of the most liberal. Yet it shows there that even in Pennsylvania 
with that liberal provision of 30 weeks on a uniform basis that there 
are these great number of people that are exhausting their benefit 
rights. 

The State unemployment-compensation laws do not provide ade- 
quately for the growing length of unemployment because the maxi- 
mum number of weeks allowable is too short and this is particularly 
true in the States with a variable duration; that is, States where the 
duration of the period in which a worker can draw benefits varies 
from 6 to 26 weeks in some cases rather than providing that once a 
worker is unemployed he is eligible for benefits for a maximum of, 
say, 26 weeks or 30 weeks as in the case of Pennsylvania. 

When we are talking about this duration there is a great deal of 
misunderstanding. It is often thought that duration means that 
everybody gets the amount of weeks for which he is qualified as a 
maximum under the State law. This is not the case at all. It means 
that that is just the upper limit of what he can draw if he continues 
to meet other qualifying conditions. That is, he has to be regularly 
registered at the Employment Service. He has to be able to work. 
With the exception of a couple of States where, if he gets ill after 
once being unemployed, he can still draw benefits as in the case of 
Maryland, for example, he has to be available for work and able to 
work and he cannot refuse suitable work, so that he has to keep 
meeting all of these conditions week by week. 

Now, continuing to meet these conditions the duration that is pro- 
vided is, as I have said, the maximum duration and not the number 
of weeks which he is guaranteed benefits week by week. 

A good bit of the discussion in the press and other places talks as 
if 26 weeks’ duration meant that everybody gets 26 weeks. That is 
not the case at all. It simply means that he is in no circumstance 
going to get more than 26 weeks if that is a uniform duration so that 
duration itself even if a uniform duration is applied reflects variations 
within a State. If conditions begin to get good in a State and open- 
ings occur for workers, their duration will be cut short because they 
will go back to work and the reviving conditions in that State will be 
reflected in shorter periods of benefits in case of a pickup or in case 
of an improvement of the employment conditions. 
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In 38 States the duration of benefits differs for each claimant. We 
talked about the uniform duration. Now we talk about the 38 States 
in which there is a variable duration. In those States the duration 
differs for each claimant depending on his earnings during some pre- 
vious period called the base year. These are the variable duration 
States and they limit the total or maximum amount of benefits receiv- 
able during a 12-month period, called the benefit year, to some fixed 
proportion usually one-third of the claimant’s base-year earnings. 

For example, if a worker made only $900 in his base year, total bene- 
fits could not exced $300, no matter how long he remained unemployed. 
If his weekly benefit amount were $30, he could draw benefits for only 
10 weeks. He would have to have earned $2,340 in his base year to 

et 26 weeks of benefits, so that you see that if a variable duration 

tate lists, for example, 15 to 26 weeks, in order to get the 26 weeks 
he has to have met certain pretty rigid conditions in the year pre- 
vious to the onset of his unemployment. 

It is misleading, therefore, to say that workers in these States may 
draw up to 26 weeks of benefits because each claimant has his own 
individual maximum set by how fortunate he was in his base-year 
earnings and in some States he may draw as little as 6 or 8 weeks, 
even though the so-called maximum in those States is as much as 26 
weeks. So that when we get into a time like this, it is easy to see 
why uniform duration laws are preferable because under the variable 
duration the worker is penalized for loss of earnings in his base year 
even where the loss is due to his being laid off or due to illness or 
inability or having moved from one job to another which he cannot 
possibly anticipate in looking forward to a year of recession. 

I think it is significant that it has been claimed that a uniform dura- 
tion of the kind that the President and the Secretary of Labor have 
been urging the States to adopt, that is, a uniform maximum duration 
period, is a violation of the insurance principle. We think it is really 
a support of the insurance principle because in insurance you spread 
the risk and you do not in insurance necessarily relate the benefit to 
the length of time which the insured person or article has been insured. 

If I carry insurance on my house, the benefit that I collect in case 
of fire is not related to how long I have carried that insurance on my 
house. If I insure it today and get a check in the mail to cover the 
premium and the house burns down tonight, I get the full value of that 
protection. The insurance company does not come back and say to 
me, “But, Cruikshank, you only carried this insurance for 24 hours 
and therefore we can only give you a portion of your loss.” The same 
principle applies. 

So that whereas it was stated here yesterday before this committee 
that uniform insurance is a violation of the insurance principle, we 
feel that the opposite is the case, that the insurance principle spread- 
ing the risk insures the equity that a person has in his job and when 
he loses that job he needs to have his wage recovered and his need is 
just as great regardless of how long premiums have been paid, in this 
CE il tax on his wages, that that is irrelevant to the man’s 
need. 

It is also irrelevant to the economic needs of the society of which 
he is a part. 

We have a table here that is a part of the testimony on these exhaus- 
tions that illustrates just what is happening, State by State, through 
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March 1. The total figure for the United States here is 664,000 since 
September. 

If you would add the estimates for March, which are not complete 
yet but substantial estimates, it brings that total figure up over 800,000 
and you will notice that in every State there have been marked 
increases. 

We base the third reason for the inadequacies of benefits in the 
system to meet either the social or economic needs of a period of 
crisis such as this. 

We ask ourselves why the nearly 2 million of the 5.3 million unem- 
ployed are not receiving any unemployment insurance and we find a 
number of reasons for that. Some workers have failed to meet the 
stiff and arbitrary eligibility requirements. 

Now, these provisions of law have been written into the State laws 
without any discernible relationship to the purposes of unemployment 
insurance but they do reflect the pressures within the State legislatures 
to reduce the employer tax rates. They have nothing to do with the 
cause of the worker’s unemployment or his willingness to accept work 
if offered or his availability for work. 

We find that only half of the States provide coverage only for those 
working in establishments with four or more employees. 

Again we talk about the claim that. the X States, if left to them- 
selves, will take care of the situation. Right in this matter of cover- 
ing the record is most complete on that. In 1954, this committee re- 
ported out a bill, and it was passed and passed by the other body, 
which applied the Federal standard, that is, the tax rate to moving 
it from 8 or more to 4 or more, and immediately we found that States 
began to act and, whereas for a period of 9 years prior to that 1954 
enactment by the Federal Government no State had moved to im- 
prove the coverage, within 1 year after the Congress acted, every one 
of the 51 jurisdictions had moved to extend the coverage. 

Now, it is also significant that 31 States today have in their State 
laws with respect to coverage a provision that they will extend cover- 
age to these small establishments having from 1 to 3 employees, 31 
of the States have provisions in their law that when and if the Fed- 
eral Government makes it a requirement they will automatically go 
into effect, so that you have the State representatives coming before 
this committee, gentlemen, and telling you, “If you just leave the 
States alone they will operate. They will meet all of these deficien- 
cies.” Yet they imbed into their State laws provisions saying, “We 
will act when, if, and only the Federal Government moves.” 

That is true particularly with respect to this matter of coverage. 

We have a percentage breakdown here showing the reasons accord- 
ing to our best estimates of why people are not covered under un- 
employment insurance. We start out with the whole 100 percent 
of the unemployed at any given time. The total drawing benefits 
are 64 percent of the 100. Of that 64 percent, 61 percent are draw- 
ing benefits under the State laws and 3 percent under other unem- 
ployment insurance programs including the railroad, the Federal 
employees, veterans, and so forth. Of the total remaining 36 per- 
cent not drawing benefits, we find that workers who have exhausted 
their benefit rights account for 11 percent, workers with insufficient 
wage credits account for 4 percent, the delayed filers and those who 
were in the waiting period account for 9 percent more, and workers 
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not covered because they are in small businesses or in State and local 
governments or nonprofit institutions or recently discharged service- 
men or other reasons account for a total of 12 percent. That is the 
breakdown of the reasons why nearly a third of the unemployed today 
are not drawing benefits. 

Now, the record shows that to meet these deficiencies, while States 
have made some improvement in absolute amount of benefits and 
moved in some respects to meet coverage, on the whole the States 
have not met up to their responsibility as repeatedly laid before 
them by the Federal Advisory Council, by the Kestnbaum Commis- 
sion on Intergovernmental Relations and by the repeated urgings of 
the President and the Secretary of Labor. They have not raised 
their benefits in the amounts necessary to allow people to draw a de- 
cent proportion of their past earnings. 

Now, the reasons for this are quite clear. The individual States 
acting independently are unable to make these improvements for the 
same reason that no State paid unemployment compensation benefits 
prior to enactment of the Federal law in 1935. 

We have to recall that unemployment insurance laws were intro- 
duced into the various States as early as 1915 and in 1919 and in the 
postwar depression of the early twenties there was a spate of intro- 
ductions of unemployment insurance laws in many States. This is 
a part of history that is often forgotten. 

There was 20 years of effort for the States to pass unemployment 
compensation laws and then in 1935 this committee reported out this 
basic Social Security Act including title III with the tax levied on 
payrolls and within 2 years every jurisdiction did what not a single 
one had been able to do in 20 years. That is, the record of history is 
clear: The States respond to Federal action. The States do not take 
the initiative themselves in this area. They did not in 1935. They 
have not in the 22 years since then and they are not doing it now and 
part of the reason, of course, is understandable. 

We are here in an area where we have a combination of a labor 
law and a tax law and traditionally the States have not acted in the 
labor field with child-labor laws and minimum-wage laws. They wait 
for the Federal Government’s leadership and a State hesitates very 
understandably to impose the tax necessary to support a decent un- 
employment compensation law because of the adverse competitive 
position it may put employers in with respect to the surrounding 
or other competing States, so that we cannot really expect the States 
to move ahead independently in this area as they are not willing to 
impose what amounts to a penalty tax on their employers. But if the 
Federal Government would add to the existing standards a basic re- 
quirement of benefit levels, then the States would be relieved of this 
competitive adverse taxation and they could move forward to make 
this program more nearly adequate. 

President Meany, addressing the delegates recently to our recent 
AFL-CIO Economic and Legislative Conference, effectively sum- 
marized this situation in the following words: 

In good years, the legislators said there was no sense in improving unem- 
ployment insurance when you didn’t have unemployment. In bad years, they 
said they couldn’t afford to improve unemployment insurance. And in routine 
years, they said: “Let’s not rock the boat.” 


* * * the legislatures of the several States have far less regard for the urg- 
ing of the President of the United States and of the Secretary of Labor 
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and there he was referring to the frequent messages that have been 
sent to the governors during the last 5 years—the legislatures— 
have far less regard for the urging of the President of the United States and 
of the Secretary of Labor than they have for the political power of the business 
jnterests of their States. 

Now, through the zero tax rates, and I am sure this strikes many 
people as a contradiction in terms which it certainly is, and the sterile 
reserves through these devices many States have taken the insurance 
out of unemployment insurance. 

During 1956, just, for example, in 1 State 95 percent of the em- 

loyers had a zero tax rate for unemployment compensation purposes 
and in 9 other States a large proportion of the employers paid nothing. 
With a variable tax rate that is available within the States you have 
a small and in some cases a smaller and in some cases a very small por- 
tion of the employers paying the total cost of unemployment compen- 
sation within the States. 

Understandably no State wants to step out too far ahead of the 
other States and impose tax rates that will make it more difficult for 
the employers in that State to meet competition and for this reason 
we cannot expect them to take the initiative. 

It is for all of these reasons that we feel, as I am sure you feel, as 
evidenced by the proposals before you and the proposals that have been 

laced before the Congress, that Federal action at this time of crisis 
is imperative. 

Out of all this past history which I have reviewed, I hope at not 
too great length but which is significant to our present problem, out 
of all this past history two striking facts of great significance appear. 

The first is that the States left to themselves or even on repeated 
urging from the highest level of Government have not taken the steps 
necessary to enable their programs to meet even the economic or social 
purposes of unemployment insurance. 

The second is that from the time of enactment of the Social Secur- 
ity Act in 1935, the major significant improvements made in the pro- 
tection afforded wage earners have been in response to Federal action; 
not exclusively all of them but the major steps forward have been 
made in response to Federal action. 

It is not surprising, therefore, that in this time of crisis when we are 
confronted not with the heaviest load of unemployment in all the time 
since the system could be said to be in full operation, the idea of action 
by the Federal Government is for the first time meeting widespread 
acceptance. 

Members of both political parties have introduced measures calling 
for Federal action and the proposals that are specifically before this 
committee call for some kind of Federal action. 

There is a variation, of course, in the type and degree and the ex- 
tent of Federal actiton, but no longer is the question whether there 
should be Federal action with respect to the unemployment-insurance 
program. 

The only question is what kind of Federal action. 

The only people who apparently disagree that there should be 
Federal action, and of course it is widespread but not unanimous, are 
those who claim there is no problem and those who apparently feel 
that the Federal Government is more to be feared than widespread 
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unemployment with all its attendant economic dangers and human 
suffering and misery. 

Among those who are willing to face up to the problems that arise 
out of 5 million to 6 million persons unemployed in the light of 
realistic analysis and of the dim hope of any substantial improve- 
ment in the very near future there is general recognition of the futility 
of relying on action by the various States. 

Moreover, there is implicit in all of the bills that are now before 
you and in all of the proposals for Federal action a recognition that 
the situation with which we are now confronted results from the 
long record of failure on the part of the States to bring their pro- 
grams into adequacy. 

The Cuarreman. Mr. Cruikshank, the committee will suspend at 
this point. We have a record vote on the floor of the House. 

We will return in 20 to 25 minutes. 

(Short recess. ) 

The Cuarrman. The committee will resume. 

Mr. Cruikshank, you may proceed. 

Mr. CrurksHank. Mr. Chairman, we now come to a review of the 
two specific major proposals that are before your committee, namely, 
the Mills-McCormack bill and the Reed bill. 

We would like first to point out the elements that we think are the 
strong and positive elements that are common to both of these bills, 
although in varying degree. 

Now, first and of the greatest significance, we think both proposals 
recognize the need for Federal action in the emergency and the need 
for appropriation of Federal funds, both for the payments of bene- 
fits and for the additional costs of the administration. 

It might seem to some that with roughly $8 billion in the total of all 
the State reserves that a special appropriation is not of very great 
significance. But the fact is the nature of that fund or those moneys, 
rather, because it is not a fund really—the nature of that just simply 
underscores the necessity which both bills recognize for the appro- 
priation of funds, both for benefits and for administratiton. They 
recognize that it would not be practical in this emergency time to 
expect the State legislatures to act quickly enough to get these funds 
out, even if the States were willing to, to the unemployed in time to 
meet their emergencies. 

But more significantly, the appropriation aspect of both measures 
is in recognition of the fact that the amounts within the separate 
State reserves do not reflect the relative need within the individual 
States, as these are held in separate reserve funds. They are in 
effect separate watertight compartments. 

The total of all reserves was at the end of last year $8.66 billion, 
but they are not available for payments within all of the States. If 
they were, without any additional revenues, we could have continued 
to pay benefits at the 1957 level for 5 years. 

But you will note in the text that we point out the wide variation 
of the amount of reserves as between the States. The District of 
Columbia, for example, could pay at the 1957 level for 1214 years 
without any additional revenue whatsoever. But Rhode Island could 
only pay for about a year and a half, Massachusetts for 2 years, and 
Alaska, even including in its reserve over $214 million, that they bor- 
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rowed from the Reed fund, can only run at about 3 months of the 
1957 level. 

Dr. Lester of Princeton once pointed out in a study for the Com- 
mittee on Economic Development how these funds operate. He made 
a comparison between fire departments in a city. If you had a city 
of 10 wards and a fire department in each ward, those departments 
are able to meet a 5-alarm fire at any time by drawing from one to 
the other. But he said if you limited them to each ward and did not 
let the fire engines go out of the ward you would have to have a lot 
more equipment in every ward. 

That is in effect what we have in these reserves. Since they are in 
these watertight compartments of State reserves they are not avail- 
able to met the hot spots of national emergencies as they arise. 

Now, it is important that in both the Mills-McCormack and the 
Reed bills the appropriations were to be available to the States with- 
out regard to the status of the individual reserve fund in the State. 
And this is an important principle which we think has long been 
lacking in the financing of unemployment insurance. 

Now, we might say that in a narrow sense this recognition of need 
can be viewed simply as an acknowledgment of the facts of the present 
emergency, but this is a recognition of something far greater. This 
proposal reflects an acknowledgment of the two basic weaknesses 
that we have been talking about. 

First, that the real problem in this time of emergency is not a lack 
of funds, since in total, there are more than enough funds to meet it. 

Secondly, that the problem of unemployment is essentially national 
in character. Unemployment is not essentially a State problem. It 
is a national problem, and the proposals to meet it should be on the 
national basis. 

Now, both these major proposals do forthrightly address themselves 
to the problem on the national basis with national appropriations with- 
out regard to the reserves in the specific State reserve funds. 

Now, secondly, both bills, it is important to note, would put substan- 
tial amounts of money into the hands of about 400,000 unemployed. If 
they were in effect as of this time and during the months ahead they 
will put substantial amounts of money into the hands of people who 
need it and who will spent it quickly and without the interposition of a 
lot of difficult procedurals. 

The procedures are there, the machinery is there, the agencies are 
there, and the money gets into the hands of people quickly and it gets 
out of their hands quickly and this is important. The funds that are 
proposed in both of these bills would be what we call high-velocity 
recovery money, and it would represent a substantial contribution 
toward recovery, and it would represent a substantial contribution to 
meeting the needs of the people. 

Now, of the two measures, however, it is to be noted that the Mills- 
McCormack bill would particularly, because of its provision of higher 
benefits that become effective after the time of exhaustion of the State 
benefit rights, make a more substantial contribution to recovery and 
to the needs of the people. 

Now, also, both bills, we feel, have in common some significant short- 
comings. First, both the Mills-McCormack bill and the Reed bill 
propose to provide benefits to only one category of the unemployed who 
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are not currently eligible for benefits under the State programs, 
namely, those who have met the test of eligibility, have drawn benefits 
for the period specified under their State laws and have exhausted or 
will exhaust their rights to benefits. 

We will see how this actually breaks down. There are 3.5 million 
unemployed now. This is, Mr. Chairman, about your 65 percent that 
you were talking about who are drawing benefits, leaving about 18 
million not eligible for the whole list of various reasons. 

Now, of this 1.8 million unemployed not now drawing benefits about 
450,000 or just 25 percent are those who have exhausted their benefit 
rights since January 1. They are the people who would, if these bills 
were in effect now, be picked up. That is just 25 percent of them, and 
it leaves 75 percent of the unprotected unemployed without any pro- 
tection. 

Now, your announcement asked for recommendations in this par- 
ticular field. You are refreshing the interest and the awareness of this 
committee of that problem. And we will make specific proposals later 
on in our statement about this other 75 percent. 

Now, secondly, both the major bills would take care of a part of the 
roblem for a part of the people. They propose to extend the period 
or which benefits are payable but contain no proposal for meeting 

the problem arising out of the inadequate level of the benefits cur- 
rently paid under the State programs. And we have, I think, spelled 
out at sufficient length the inadequacy of the benefits. 

Now, the shortcomings of the two bills in this respect, however, are 
not identical. The Reed bill provides for the payment of benefits for 
an extended period for which the individual was eligible under a 
State program. The Mills-McCormack bill would pay these extended 
benefits at a level provided under a different formula; and this 
formula, we note with pleasure, is the formula for benefit standards 
that have been consistently advocated by the President and then ad- 
vocated before this administration by other Presidents and other 
Secretaries of Labor, but have been consistently advocated from the 
highest level of Government over a period of years. 

Now, we feel the Mills-McCormack bill in this respect is much to 
be preferred over the Reed bill, not only because of the more nearly 
adequate benefits it would provide but because it seems to us most 
appropriate, and this is a most important principle of government—it 
seems to us most appropriate that benefits paid out of funds directly 
appropriated by the Federal Government should be paid according to 
standards set by the Federal Government. 

We recommend, however, that this standard of benefits be made 
applicable to persons currently drawing benefits under the State pro- 
grams and not just wait until they move from the State pro- 
gram to the contemplated Federal program because we know that 
many people in these low benefit States, while drawing the State bene- 
fits, are also having to go to public assistance or relief for a supple- 
mentation of their benefits. 

Now, the third respect in which we feel the bills could be improved 
is that they both perpetuate the inequities of the State laws concern- 
ing the duration of benefits. The Reed bill particularly aggravates 
the present inequities of duration as it would add only 50 percent to 
the number of weeks which under a State law a claimant would be 
eligible. 
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Now, in the 7 States with a uniform duration of 26 weeks, this would 
bring the maximum to 39 weeks and in the 1 State with the uniform 
duration of 30 weeks it would bring it up to 45. 

In some States, however, under some conditions, an unemployed 
worker is eligible as few as 6 weeks and for such a worker the Reed 
bill would provide only a maximum of 9 weeks but with the flat dura- 
tion of benefits contemplated in the Mills-McCormack bill he would 
get the additional 16 weeks regardless of that extreme inadequacy of 
the State law. 

Now, the Reed bill further aggravates the individual variation 
and duration within a State, within a particular State. 

For example, in a State in which duration varies from 10 to 26 
weeks a difference of 16 weeks, the Reed bill would change the dura- 
tion to a period of from 15 to 39 weeks or a variation of 24 weeks. 
So that the variations in the maximum period for which a worker 
meeting all the other standards of eligibility and qualification would 
be greatly aggravated by this variable on the variable that is contem- 
plated in the Reed proposal. 

Now, while the Mills-McCormack bill is an improvement over the 
Reed bill in this respect by adding the 16 weeks, it also permits the 
continuance of the variable duration in the State laws, but it does 
not compound the inequity in the same degree or in the same basic way 
that the Reed bill does. 

The Reed bill also fails to provide benefits for even all those un- 
employed who, while at one time eligible under the State laws, have 
now exhausted their rights. Since September of last year, when this 
recession started, a total of more than 800,000 people have exhausted 
their compensation and these exhaustions are continuing at a rate of 
40,000 a week. The setting of the arbitrary date of January 1 to 
pick up these exhaustees on a temporary supplementation program 
discriminates against all those who exhausted their rights around 
Christmas or earlier. Even with respect to people who exhaust their 
State benefits after January 1, no benefits will be paid under the Reed 
bill for weeks of unemployment prior to 30 days after enactment. 
And the Secretary here, on the first day of the hearings, indicated 
that the earliest possible date of effective operation of his proposed 
program would be June 1. 

Now, the Mills-McCormack bill, in contrast, recognizes the need of 
these persons for each week of unemployment occurring after Jan- 
uary 1. 

N ow, the fourth respect in which these bills fail to meet all the re- 
quirements of the present situation in our opinion is that they fail to 
require the States to meet basic Federal standards with respect to 
benefit amounts and durations. They both fail to make certain that 
the Federal-Government will not have to take similar action in future 
emergencies. 

Now, for a long time past, the labor movement, together with other 
ous; and the students of social insurance, have pointed out the 

tates would have to improve their level of benefits if the program 
was going to meet the original objectives of title III of the Social 
Security Act. 

But we do not believe now in this crisis that the Congress should 
limit its action to the appropriation of money to pay benefits to a 
limited number of named for an extended period of time, with- 
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out requiring that the States themselves measure up to the standards 
to which they have repeatedly been called. 

An appropriation of money in itself out of the Federal Govern- 
ment requires, in effect, a notice to the States that the Federal Gov- 
ernment expects them to come up to the standards which the Federal 
Government recognizes and as essential, and for the lack of which 
the Federal Government is now confronted with a crisis situation. 

Now, any proposal which simply provides funds to meet part of the 
deficiency in the States, so glaringly revealed by the emergency, with- 
out requiring the States to meet any standards on their own part, 
projects certain inequities into future periods of unemployment and 
in effect says to those who may find themselves unemployed at some 
future date: 

If you happen to be one of the 3 or 4 million unemployed, we leave you to 
the mercies of the State benefit schedule for as short a period as your State 
may see fit to provide, but if you are “fortunate”—if we may use that word— 
“fortunate” enough to be 1 of 5, or 6 or 7 million unemployed, the Federal Gov- 
ernment will come to your aid. 

If by implication, I am sure this is not the intention of any member 
of this committee, and probably of no Member of Congress, if by 
implication a limited emergency action, limited just to an appropria- 
tion of money, by implication such a policy would be established, we 
can see that the effectiveness of the unemployment insurance to put 
the brakes on a downward slide in the economy would be greatly re- 
duced, because in a sense there would be a premium on moving to a 
higher level of unemployment once the level was only at 3 or 4 million, 
because once at the higher level the States would have this history to 
look to, that once there is 5, or 6 or 7 million unemployed the Federal 
Government will come and bail us out without calling on us to use 
our own reserves for this purpose. 

Now, while both the bills have this what we consider a common 
failure, the lack of Federal standards is not precisely true with re- 
spect to the Reed bill and there is a curious element here in the Reed 
bill. You will recall the explanation put out by the Department of 
Labor that said in effect that there was no interference with the State 
programs. 

I quote their statement here in full. 

But one of the advantages they claim for the administration’s pro- 
posal now embodied in the Reed bill would be no interference with 
the State programs. 

But with respect to duration, because of the operation of the three 
sections of the Reed bill, one of which calls for the repayment or the 
recovery of the funds expended in the emergency program from the 
State funds, you have in effect a retroactive Federal standard. If 
the Congress should enact the Reed bill as it stands now you are in 
effect placing a standard on the States, a Federal standard, making 
it retroactive, but only for a short period of time. 

Now, let me make it clear if it 1s necessary to do so, to belabor the 
point, that we in organized labor have no objection at all to a Federal 
standard, but we have long supported a Federal standard, whereas the 
President and the Secretary of Labor have long contended that a 
Federal standard was the thing above all else to be avoided. 

The essentia) point here is that the Reed bill, with respect to the 
duration of benefits, does in fact impose Federal standards retro- 
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actively. But if we are going to have Federal standards, let us by all 
means havethem. Let us not deny that they are Federal standards, and 
let us have a kind of standard that is —- in character, equitable 
as they apply to unemployed individuals, and equitable as they apply 
to the various States, and let us not have them imposed for a brief 
period retroactively. 

Federal standards applied to the State unemployment insurance 
laws, applicable within a reasonable period in the future, and with 
direct Federal appropriations, making it possible for all the States to 
bring their benefits up to the standards in the period during which the 
State legislatures are given a chance to bring their laws into conformity 
with the standards, will help keep us out of future trouble. 

Now, it is heartening to us to note that at long last the administra- 
tion, though perhaps unwittingly, has now accepted Federal standards, 
The inevitable logic of the situation has apparently brought them to 
the view that they cannot escape a Federal standard even though it is 
retroactively imposed for what they described as an emergency period 
of time. 

Now, gentlemen, we return to a very important question in which 
your announcement of these hearings invited us to comment, and we 
put a good bit of thought on this: 

What do we suggest the Congress might do to meet the needs of this 
group, this very large group of the unemployed who are not covered 
by unemployment-insurance programs? 

It numbers about 2 million people and this is a serious problem, 
and we know by the announcement the committee put out that you are 
deeply concerned with it, and we have a suggestion to make. 

With your permission, Mr. Chairman, and members of the commit- 
tee, I am going to ask Mrs. Ellickson to describe this proposal to you 
at this time. 

Mrs. Exxickson. Mr. Chairman, there are three main types of work- 
ers who may be distinguished among the group of noncovered un- 
employed : 

1. Persons who have worked in employments not covered by un- 
employment insurance, although they may have involved regular 
work, such as State and local government, establishments with fewer 
than four employees, domestic service, self employment (such as farm- 
ing and small business) , military service and farm work. 

2. Those who have worked in employment covered by unemploy- 
ment insurance, but have not earned enough to be eligible for benefits 
because of unemployment, illness, or personal reasons. Included are 
many men and women who are handicapped in obtaining employ- 
ment, because of physical disabilities, advancing years, lack of expe- 
rience in industry, race or nationality background. 

3. Persons who have been disqualified from receiving unemploy- 
ment insurance benefits by harsh requirements in some States that 
not only postpone or reduce benefits but cancel wage credits with re- 
sultant loss of all benefit rights. 

These groups are suffering today because of unemployment beyond 
their control and because of the inadequacy of Federal and State 
unemployment-insurance laws. Improvements we have long advo- 
cated would have prevented the loss of purchasing power to which 
they and their communities are now subjected. Extending the dura- 
tion of the unemployment benefits will not help these people because 
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they have not been entitled to any benefits. Cutting Federal income 
taxes will not aid them because they are without income or receiving 
too little to be paying such taxes. 

We propose two types of emergency action to aid these people and 
their communities: First, Federal recovery benefits similar to unem- 
ployment insurance benefits for persons with a record of recent em- 
ployment; second, Federal grants for general assistance to aid those 
not eligible for unemployment benefits or recovery benefits. 

Your committee has already heard of the shortcomings of general 
assistance. We will not belabor this point. 

We do not feel that general assistance should be considered the first 
line of defense for people who have been working regularly and 
whose level of living depend on incomes which are far above the level 
normally allowed under general- assistance programs. 

In this emergency it is possible to pay cash benefits without a means 
test similar to unemployment insurance benefits, to a large proportion 
of the people who are genuinely unemployed but are not entitled to 
unemployment benefits. 

We propose that the Federal Government make such benefits avail- 
able, out of the general funds of the Treasury, until July 1, 1959. 

To be eligible, a person would have to register at the Employment 
Service, be available for work, and take a suitable job, if offered. He 
would also have to have evidence of recent employment and earnings. 
Many types of such evidence are now readily available. In addition 
to the State employment security records, there are the wage records 
of the old-age and survivors insurance, for small establishments, do- 
mestic service, and regular farm labor. 

Records of service with State and local governments and the armed 
services could easily be produced. Many people would have reports 
from employers, such as W-2 forms, showing wages paid and OASI 
contributions and taxes withheld. In the case of farmers and the 
self-employed, a duplicate income tax report and receipt could be 
used. In some cases, a special certificate from employers might be 
obtained, or other evidence could be sworn to by the applicant. 

Where regular weekly earnings can be ascertained, they should be 
used as a basis for the calculation of the Federal recovery benefits. 
Where weekly data are not available, high quarter earnings could 
be used for this purpose from OASI and unemployment insurance 
records. In the case of farmers and the self-employed, a weekly 
average based on annual income could be used. 

The weekly payment should be calculated at about 50 percent of the 
regular weekly earnings, subject to the same maximum we recom- 
mend for unemployment benefits, namely, two-thirds of average 
weekly wages in employment covered by unemployment insurance 
in the particular State. The duration of these recovery benefits 
should be similar to that permitted unemployment insurance bene- 
ficiaries, namely 39 weeks, or to the end of the period of emergency. 

Any provisions in this regard could be done in a manner that would 
permit speedy administration. 

A reasonable qualifying requirement would be at least $300 or $400 
of earnings of self-employment income during the 12 months used 
as a base period. In addition to other tests of availability for work, 
farmers, shopkeepers, and other persons who had been self-employed 
would have to show that they had ceased full-time self-employment. 
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Administration should be lodged with the United States Depart- 
ment of Labor, in cooperation with State employment security agen- 
cies. 

FEDERAL GRANTS FOR GENERAL ASSISTANCE 


Even with the enactment of such a program some persons would 
still have to fall back on public assistance for aid, either because their 
needs were very great or their incomes very low. 

Federal grants should at once be made available to aid States and 
localities give help to these people. Some simple form of speedy ac- 
tion will have to be developed. However, the need for Federal ac- 
tion does not arise only from the current emergency. 

Any emergency legislation should further the objective of helping 
the unemployed return to a.self-sustaining method of livehood as soon 
as possible. They should not be forced to deplete their assets before 
becoming eligible. Nor should they be driven into substandard 
homes or patterns of living. Aid should not be refused because 
years of residence in a certain State or county cannot be proved. We 
will not save the Nation money in the future by forcing people into 
slum conditions which tend to breed ill health, juvenile delinquency, 
crime and unrest. 

. Mr. CrorgksHank. Thank you, Mrs. Ellickson. 

Now, in conclusion, gentlemen, let me say that it is clear in our 
opinion that the need for supplementation of unemployment benefits 
is present, and that it is not practical to wait longer for the States to 
act. It is also clear that if Federal action stopped at the point of 
appropriating funds and providing for the distribution of benefits at 
the levels and under the conditions of eligibility now set up in the 
State programs, it would have certain damaging effects on the future 
soundness of the Federal-State program. The Federal Government 
is now contemplating action because it recognizes the inadequacy of 
the State laws, and it is therefore essential that it should, at the same 
time, tie into whatever action it takes, legislation which would shore 
up the State systems so that the Federal Government will not have 
to step in again each time a future recession threatens. 

Just as Federal action was necessary in 1935—through enactment 
of the unemployment compensation provisions of the Social Security 
Act—to get the States to pass unemployment compensation laws in the 
first place, and again in 1954, when coverage was extended to all em- 
ployers of four or more, so too, is Federal action—through the state- 
ment of Federal standards—necessary now to assure that such State 
laws are adequate to accomplish their intended purposes. 

We are convinced that both the immediate and long run needs of the 
unemployment insurance program can be met by the enactment of 
legislation calling both for temporary supplementation and for the 
basic improvements in the system along the lines provided in the 
McCarthy bill, H. R. 10570 and upward of 50 Members of the House 
including the support of Congressmen Eberharter, Forand, Karsten, 
Keogh, King, and Machrowicz of this committee. 

We, therefore, urge the immediate enactment of legislation which 
would: 

(1) Provide for the immediate supplementation of State weekly 
benefits and to extend the period of duration. This supplementation 
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should be out of Federal funds and should be operative until at least 
July 1, 1959. 

(2) Establish Federal minimum standards on account, duration and 
disqualifications. If these standards were to be effective after the 
middle of 1959, most States could make the necessary changes in their 
laws without the necessity of calling special legislative sessions; we 
also urge the enactment of a system of reinsurance grants in connection 
with these standards; 

(3) Make available Federal recovery benefits to those who are un- 
employed and who have a history of employment and are able to work 
and available for work, but are not eligible for unemployment insur- 
ance benefits ; and 

(4) As a last line of defense against destitution and want, provide 
Federal grants to the States for general assistance. 

The Congress, by adopting such a program will contribute mightily 
to recovery from the present recession, at the same time making future 
recessions less likely or lesssevere. By the bold and imaginative action 
that has characterized America’s response to crises in the past, we can 
turn the threats and dangers of this recession, and even its accompany- 
ing human suffering, into opportunity to build stronger defenses for 
our free economy and our democratic way of life. 

Mr. Chairman, there is one chart of which you do not have the small 
hand copies which were distributed; that is the one which is entitled 
“How Benefits Relative to Wages Have Declined—1939 to 1958,” and 
I am not sure that our request was clear that that be reproduced for 
the record. 

The Cuatrman. Without objection the chart will apear in the 
record. 

Mr. CrurksHank. Thank you. 

(The chart referred to follows :) 
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Mr. CrurksHank. And I believe we still have some time, Mr. Chair- 
man. 

I would like to ask Mr. Lesser, the director of social security activi- 
ties of the industrial union department of the AFL-CIO to make some 
additional comments on this situation. 

The Cuareman. All right, Mr. Lesser. 

Mr. Lesser. Mr. Chairman and members of the committee, I just 
would like to take a couple of minutes. I have sat through the hearings 
of the past few days before this committee on this subject and have 
listened and have tried to analyze the arguments presented in opposi- 
tion to the action by this committee. 

T think that most of the arguments presented against action by this 
committee and by the Federal Congress are answered in the statement 
submitted by Mr. Cruikshank. 

I would like to highlight just one or two of the points in answer 
to these arguments. 

The first argument which is made is that this would violate the 
insurance concept if the Federal Government steps in and provides 
funds for additional benefits to people who have exhausted their 
benefits under State laws. 

I think that the whole question of insurance concept and the fact that 
extended duration or uniform duration does not violate such concept 
is adequately treated in this statement. I would like to just make one 
additional point. It seems to me that this argument which talks in 
terms of a contract, which seems to be entered into at the time contribu- 
tions are made on behalf of unemployed workers would be applicable 
equally to action by States to extend benefits. 

In other words, when a State steps in and extends benefits they are 
affecting people who may have exhausted or already have exhausted 
benefits under the State laws. 

Now, certainly in that instance there is no objection raised that this 
is a Violation of an insurance contract or a contract entered into at the 
time premiums were paid. And I think there is no similar objection 
if the Federal Government steps in. 

What it basically comes down to and what the basic objection is is 
that the Federal Government should not take action because this is an 
area which should be left entirely to the State legislatures. 

The very people and many of the people who have testified against 
action by the Federal Government have appeared before State legisla- 
tive committees and opposed action by the State legislatures to increase 
benefits up to the same standards. But more important is the fact that 
they ignore the very important point that the unemployment compen- 
sation program is not a State program. The unemployment compen- 
sation program is a Federal-State program. As Mr. Cruikshank 
pointed out, the only reason why we have State unemployment insur- 
ance laws is because the Federal Government took action in 1935. 

Now, in taking that action this committee and other committees 
recognized that what was intended by the Federal action was the 
enactment of genuine unemployment compensation laws. 

The Supreme Court in sustaining the constitutionality of the Social 
Security Acts provisions on unemployment compensation pointed out 
that a law which is merely framed as an unemployment compensation 
law is not an unemployment insurance law. They stated an unem- 
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ployment law framed in such a way that the unemployed which look 
to it will be deprived of eascaablo protection is one in name and 
nothing more. 

Now the Federal Government did take this action. Unemployment 
insurance laws in the States are due to this action. At the time of 
enactment the Federal Government did establish certain standards. 
It is true that they did not establish standards on benefit, amount, 
and duration. But there are standards in the Federal law. There 
is a standard with respect to certain areas of disqualification. It pro- 
vides that States cannot disqualify persons who refuse jobs paying less 
than the prevailing wages. 

The very financing of experience rating which these opponents of 
Federal action and who have appeared balers this committee and this 
principle of experience rating which they are upholding and sayin 
will be destroyed, the very system of experience rating exists in all 
States because of a Federal standard which says that if you are going 
to reduce your benefits below 2.7 percent you ae to do it through a 
system of experience rating that meets Federal standards. 

In other words, the principle of Federal standards is not a new 
principle any more than the principle of Federal action in the field of 
unemployment compensation is a new principle. 

The Cuarrman. Mr. Biemiller, do you desire to make any comment ? 

Mr. Bremriier. Mr. Chairman, I think there is little to be added. I 
think the case has been made rather substantially. I would like to 
simply repeat for emphasis one of the points that Mr. Lesser has just 
made, and that is if you take the time and trouble here to check back on 
those who were appearing in opposition to any Federal action you 
would find in many instances they are the same people or at least 
representing the same organizations who appeared constantly before 
State legislatures urging the States take no action in this field. 

As director of the department of legislation, I am also in charge of 
keeping in touch with our State organizations and they report this 
identical problem which we are calling to your attention and I would 
hope that we will see this committee ve action as it has in the past. 

This is the great committee from which all of our basic social- 
insurance laws have come and you will use this opportunity both to 
meet a crying need and help solve a long run problem at the same time. 

The Cuarrman. Mr. Cruikshank, do you have anything further to 
say ¢ 

Mr. CrumsHank. Only, Mr. Chairman, to thank you and the other 
members of the committee for your patient hearing of a rather long 
and detailed statement and the courtesies that you have extended us 
here, and I thank you not only for myself but for my colleagues and 
for the many departments and affiliated organizations who gave us the 
honor of representing them before your committee, 

And if there are any questions that you or your colleagues care to ask 
we will do our best to answer them. 

The Cuarman. Mr. Cruikshank, I want to thank you and those 
associated with you in this appearance, for the information you have 
given the committee and the very detailed analysis of the bills before 
the committee, and for your suggestion with respect to handling the 
problem of those who are unemployed and who are not qualified under 
the State system of compensation. 
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Thank you, sir, and all of you. 

Are there any questions ? 

Mr. Curtis. Mr. Chairman. 

The Cuatrman. Mr. Curtis will inquire. 

Mr. Curtis. Mr. Chairman, I would like to ask some questions 
to determine just how much information we have in regard to just 
what groups we are talking about who are unemployed, those groups 
who have exhausted their unemployment benefits and those people 
who are not affected by unemployment insurance because I have right 
in front of me a prepared statement on the number protected by unem- 
ployment insurance. 

We are talking about 2 million people and they are broken down 
into 3 main groups. I wonder if I might ask in regard to that group 
as to whether we have many statistics that indicate how many are 
in each group to give us any guidance. 

One way of grouping them, of course, is by age. The first is grouped 
by the situation of placing them in that division, but also what is a 
possible age grouping and then work habits and so forth. 

Mr. CrurksHank. Mr. Congressman, we do not have a detailed 
breakdown of that right now. The Department of Labor has some 
studies that are not too complete on studies of the characteristics of 
the unemployed which are published periodically. We would be glad 
to furnish you such additional information as we have. But we do 
know that in the present emergency more and more people who are 
experiencing unemployment are the people with the steady and long- 
time work record. 

Mr. Curtis. The reason it becomes important, of course, is depend- 


ing on the reasons for their not being covered depends to some degree 
the remedy. The remedy 7 re to one would possibly not hel 


the other, and indeed one of the main points for this group, and 
should not say main, but one of the points is as to those who worked 
in employment covered by unemployment insurance but have not 
earned enough to be eligible for benefits, and are not working because 
of personal reasons. 

Now, the thing that disturbs me about this whole presentation is 
the fact that we do know we have a work force where some of the 
people in the work force for personal reasons come in and go out, 
that is, working wives, for example, young people of the student age 
that come in and go out. There are other personal reasons that seem 
to motivate this fluctuation in the labor force. 

Now, I do not know what percentage those people are. I know 
I have seen some recent statistics that 20 percent of our present em- 
ployed are 25 years and younger and are single. 

Well, to me that is an important statistic if it is accurate because 
that indicates and should lead us to some conclusion as to how these 
things might be solved, and that is why it leads me to find out how 
good the statistics are. 

I have heard other witnesses state that we unfortunately do not 
have good statistics in this area on which we can rely with any degree 
of certainty. 

Mr. CrurksHank. Mr. Congressman, in the percentage tabulation 
that we gave on page 9 we approach this on the percentage basis. 

Mr. Curtis. Yes, sir. 
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Mr. CrurksHank. And we found that 4 percent were those not 
drawing benefits because of insufficient wage records; 11 percent are 
workers who have worked and drawn benefits and exhausted their 
benefit rights. And there was a 12-percent group that were workers 
not covered, employees of small business, State, and local government, 
and so forth. 

Mr. Curtis. That helps some but this would lead into the question 
that I would get to if we got over this hump. The workers with in- 
sufficient wage credits of course fluctuate greatly, depending upon 
the standards of the various States, and in certain States you have 
rather rigid standards as to who is eligible, in others almost anyone 
can become eligible, and, in fact, that was one of the questions I was 
going to ask: Whether there is any correlation between the high 
eligibility standards with the rate of exhaustions, because I suspect, 
and I do not know, but I suspect that the State that has a low eligibility 
standard probably has a higher rate of exhaustion. I do not know 
that, but those are the statistics I am seeking to search for, whether 
or not you have done any of that. 

Mr. CruiksHank. Of course, Congressman, we start with our basic 
definition of “unemployed.” 'The unemployed does not include people 
coming first into the labor market that are seeking a job. They are 
people who have worked. 

Mr. Curtis. I understand that. 

Mr. CrurksHank. Yes; but it is important. 

Mr. Curtis. But even there do we not have the problem? In fact, 
that is a lot of difficulty. Is that what is unemployed? A person who 
is unemployed will vary in the various States, certainly by the 
standards as to who is eligible for unemployment insurance as a 
standard. What would you say is the definition of “unemployed”? 

I am not talking about someone who just comes in, either. In some 
States a person who works for two quarters is qualified. 

Mr. CrurksHAnkK. Yet, but we start with the fact that when there 
are employment opportunities almost all of these people now listed 
as unemployed were working. 

Mr. Curtis. What does “working” mean? Their work habits could 
easily be this. You see in some States where the wives and farmers 
work in the canneries in certain seasons and then they do not work 
anymore. Yet in some States where that work habit exists the un- 
employment insurance setup is such that they just automatically go 
on unemployment insurance for a short period of time. 

Mr. CrurksHank. Mr. Lesser would like to speak to this Congress- 
man. 

Mr. Lesser. Congressman, it seems to me you have two problems 
here. 

In the first place, you are right that the eligibility requirements vary 
in the different States. I do not think, and I would be glad to try 
and check this and supply this for the record, I do wot think that the 
rate of exhaustions vary inversely with the eligibility requirements. 

Second, in the present situation we know that the persons who are 
now, a great bulk of the unemployed persons are the regularly at- 
tached people in basic industry, such as steel, auto, and other indus- 
tries where people with 15 and 20 years of seniority with a company 
are being laid off for considerable periods. 
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Mr. Curtis. Yes. 

Now you say the “great bulk.” Do we have it in more definitive 
terms? What do we mean when we say “great bulk”? Are our 
statistics sufficiently good that we can talk in terms of percentages ? 

I am just trying to find out first how much information we have. 
I am not arguing this case one way or the other. I am first trying to 
find out how much we know. 

Mr. Lesser. I do not know that we have any percentages. I would 
like to make one third point, however. With respect to character- 
istic groups that come in and out of the labor market, the sole test 
of whether or not a person is entitled to benefits is not, “Did he have 
sufficient earnings to qualify under the State laws?” ’All State laws 
require that for every week that you draw benefits, that you must 
be available for work and ready and willing to work. In a good 
number of States you have to show that you made a search for work. 
In all States if you refuse a job you are disqualified for benefits. 

Now, it seems to me that if the job i is being done in administration 
this person who may come in for just sev eral weeks during the year 
and then does not work in the other weeks, that person will be dis- 
qualified for receiving benefits because they do not want to work. 
And unemployment compensation does not pay benefits to people 
who do not want to work. 

So it seems to me that problem is a problem of administration and 
all State laws, regardless of their eligibility requirements do have 
tests which require persons to show that each week they are part of 
the labor force and are seeking work. 

Mr. Curtis. As you know, “the problems in administration are con- 


siderable. One thing is to find work in a line in which they are 
qualified, of course. Indeed some of the difficulties involved in this 
area lie in the administration of those standards. It is not an abso- 
lute thing at all. 

Mr. Lesser. There are evidently some characteristics of the un- 
employment. The Department of Labor ‘ier out a monthly report 


on the characteristics of the unemployed. Now, I have not gone 
through this but it does indicate that men accounted for 70 percent 
of all the unemployed in January, compared to 66 percent the year 
earlier. The unemployed rate for married men increased by about 
40 percent over the year compared with an increase of about 30 per- 
cent for single men. 

As I say, I have not checked and I will try and find out more 
about this. In other words, it does indicate that the rate of unem- 
ployment is increasing faster among the persons with dependents, 
with wives and with families. 

Mr. Curtis. I am certain of that. That is the case. I was simply 
trying, in view of this prospective legislation, to point up that if 
that 1s our problem and we are seeking to remedy that by remedy- 
ing in that area, it might be entirely different than the remedy we 
might seek to impose on persons, for example, not protected by un- 
employment insurance, if the great bulk of them might be people 
who for personal reasons or their work habits, or whatever, might 
not be included. 

I have one other line of questioning. On page 7 you have this 
chart of basic maximum benefit amounts as a percentage of States’ 
weekly wages. 
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Now, very few States have in their laws the amount of payment 
based on a percentage. Am I not right? Is it not usually a dollar 
amount ¢ 

Mr. Lesser. That is right. 

Mr. Curtis. Are there any States that have percentages ? 

Mr. Lesser. Yes, sir. I do not know the number. I know there 
are a few, I believe, which, for example, provides that the maximum 
shall be 55 percent of the average wage. There are 1 or 2 other 
States. You are correct, in fact, that the great bulk do provide for 
a flat dollar maximum. 

Mr. Curtis. In fact I was sure that was so. And the real reason, 
I would say, for the fact that the percentage declined from 1939 to 
1958 was the effect of inflation upon those dollar standards. In fact, 
the legislature just did not change the law, as a result of the changing 
purchasing power of the dollar, while your wage scales did. That is 
what happened. 

Mr. Lesser. Well, the result of the decline is because of the increas- 
ing wage levels in the States. 

Mr. Curtis. That is right—which to a large degree was to compen- 
sate for the effect of inflation on purchasing power. You did not 
have a similar change reflected by the action of the legislature. That 
is all Iam commenting on. 

Mr. Lesser. The whole point is, and the point we are trying to bring 
out in considering is in the system of unemployment insurance in this 
country their benefits are intended to be geared to wages. When you 
get, as you get in some States, 70 and 80. percent of the people being 
cut off by this dollar maximum, in other words, you are paying 70 or 
80 percent to the people, a flat benefit. Now, just take any one of these 
States, a State which has a maximum of $30, let us assume that the 
average wage of the covered workers in that State is $75 and let us 
assume that they compensate under their formula subject to the maxi- 
mum at 50 percent of a person’s wages. ‘That means anybody who 
earns up to $60 can draw a weekly benefit of up to $30, which is 50 
percent of his wage. But ever ybody who draws above $60, a man 
who gets $75 a w eek i in regular earnings, and let us assume he worked 
on that level for a long time, can still only get $30, which is 40 percent 
of his wage loss when he is unemployed. 

Mr. Curtis. I understand the basis. 

But what I wanted to go on, No. 1, was to get rid of that 1939 figure 
and then come to 1951, that is, the 1951 figure in relation to 1958. As 
you see, 21 of the States actually have gone up; 5 of them remain the 
same, and as you pointed out there were 25 of them that went down. 
But the interesting thing to me is that, and I am just sort of stopping, 
the 15 industrial States, in most instances, seem to go down, which 
leads me to the question that possibly those States have found that 
there is some correlation between percentage of maximum benefits to 
the number of exhaustions and I was wondering whether you would 
say there is any correlation or whether any studies have been made. 

‘Do you follow what I am getting at? In other words, if there 
were a pattern, and I am not saying it is, but if it were a pattern 
that you had less exhaustions as your percentage rate would go down, 
it would indicate that there is an incentive to go out and seek employ- 
ment which might be lacking where your percentages are too high or 
higher. 

24042—_58——_18 
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I do not want to prejudge the case by stating it. I am not saying it 
is so. I am simply raising the question, whether it might not be so. 

Mr. Lesser. I know studies have been made in the area. I do not 
know of any specific study. But it does seem to me worthy of com- 
ment. You must remember when you talk in terms of increasing 
the maximum that does not mean everybody is going to get that 
maximum benefit. 

Mr. Curtis. That is true. It is averages. 

Mr. Lesser. An individual is still only going to get 50 percent of 
his wage, and I think a wage loss of 50 percent is enough of an 
incentive, or there is no incentive not to find a regular job. 

Now, I might point out that I do know that this committee did have 
a general study on unemployment compensation made some time in 
the 1940’s. I think it was 1946. I do remember one conclusion of 
that study. I donot have it here. But one conclusion was, and it was 
specifically in answer to the point which you raise, that they did not 
understand why the incentive of persons at higher wages would be 
lessened by paying them 50 percent of their wages any more than the 
incentive of persons who now get the 50 percent maybe lessened. 

Mr. Bremer. May I add to that empirical observation, Mr. 
Curtis? If you look at the chart you will find that Michigan has 
the lowest rate at the moment percentagewise. 

Mr. Curtis. Yes. 

Mr. Bremitier. And it has the highest exhaustions although it is 
not the biggest State in the Union in population, which would seem 
to be one impirical observation against the theory you are proposing 
here. 

Mr. Curtis. You could not judge it from one State, particularly 
Michigan, because we all know that the center of this situation seems 
to be in consumer durables, and automobiles seem to be the primary 
problem in that area, and Michigan is primarily based on autos. I 
do not know that this is so. My questions are all around the area, and 
it tends to be rigid when we do it at the Federal level, as to what a 
system like that might result in from the standpoint of incentives, 
which I know you all recognize is a very important factor in handling 
this entire area. We do not want everyone to go to a system that 
might destroy in any way the incentive for our people to go out and 
try to seek employment. 

So far as I can see it is important that the States in meeting their 
own different economic situations, like the State of Michigan being 
dependent so much as it is upon the automobile industry as opposed to 
another State that might be primarily that of age, and have certain 
work habits there, that we do not attempt to impose a rigid system 
that would not fit those differences in the economies. 

Mr. Lesser. We certainly agree, and we are not proposing a rigid 
thing. 

Mr. Curtis. I am not arguing that you are. I am just saying that 
is a possibility. 

Mr. Lesser. Yes, but even this benefit standard—and I think this 
is important to point out, this proposed benefit maximum which is 
also contained in the Mills-McCormick bill is two-thirds of the average 
wage in the State. In other words, that would not produce the same 
dollar maximum in every State. If a State wage level were high the 
maximum would be high. In a State where the wage level is low the 
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maximum would be correspondingly low. So it does take an account 
of the variations between the States. 

Mr. Curtis. I was not implying it was that. I was trying to point 
out the two poles which we seek to drive between, as I visualize it. 

Mr. CrurksHank. Those factors are there, Mr. Curtis, to be sure. 

I would just like to point out that we have some pretty strong history 
with respect to this. The percentage levels that are in the first column 
applicable to 1939 are to a large degree still in effect in 1941 when war 
production started and there was nothing even in these high maximum 
levels that prevented millions of people going back to work and taking 
jobs when there were jobs. If the jobs are there, if the job openings 
are there the people of America prefer the jobs to benefits. And I do 
not think we need worry about any disincentive unless, of course, we 
start paying them more to stay home than if they work. Nobody is 
contemplating or even proposing anything like that. 

The 95-percent level, for instance, in the chairman’s State, in Ar- 
kansas, that maximum possibility, that extreme potential, did not pre- 
vent anybody in Arkansas from taking a war job when they opened - 

Mr. Curtis. Those were at considerably higher pay. I am deeply 
concerned about incentives and I think we all need to be more concerned 
about incentives in our society than we have been, because it is a 
matter relative to a large degree, rather than absolute, and the very 
fact, for example, that some of the people whom we wish would stay in 
education and teach do not stay in there is because of some of these 
relative differences of relatives. Well, I will yield. 

Mr. Kroon. Mr. Chairman. 

Mr. Foranp (presiding). Mr. Keogh. 

Mr. Kroon. Mr. Chairman, in addition to commending Mr. 
Cruikshank and his associates for the very interesting, complete and 
obviously studied presentation I wonder if you would satisfy my 
curiosity and tell me which State was it in which 95 percent of the 
employers had a zero rate base? 

Mr. CrurksHank. Colorado. 

Mr. Kerocu. Thank you. 

Mr. Foranp. Mr. Cruikshank, unfortunately I had to remain on 
the floor of the House because I had a bill on the private calendar 
and I missed some of your statement. But in glancing through it 
here I find that on page 17 you have something about Federal re- 
covery benefits and that brought to my mind the fact that when the 
Secretary of Labor was before the committee I sought to pin him 
down as to whether or not the administration had any plans whatso- 
ever for the unemployed who were not in covered employment and 
got nowhere. 

Now, I do not have to tell you or your associates of my deep in- 
terest in the long-range program affecting unemployment compensa- 
tion and if the Congress had followed my suggestions back in 1948 
we would not be facing this same situation today. I am vitally con- 
cerned about those who are in covered employment, but I am also 
concerned about those who are not in covered employment. 

And I have a faint recollection somewhere, although I cannot put 
my finger on it, that sometime within the past 10 or 12 years there 
was some provision made to take care of these people. I think it 
was through general relief with reimbursement by the Federal 
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Government. And I wonder if any of you people happen to recall 
that. 

Mr. CrurksnHank. Of course, Congressman, as you know, we have 
long supported and as a matter of fact our convention in December 
endorsed the proposal which you put in at the close of the last session 
for the addition for the improvement of the whole public-assistance 
program which would make available grants by the Federal Govern- 
ment to the States to meet the needs of people who did not happen to 
fall in one of the categories of relief which now the States and munici- 
palities have to meet entirely themselves. We also support that. 
However, we felt that in this emergency period there were lots of 
people with an employment record that has shown that they have a 
long record of gainful employment, they are heads of families, they 
are facing their responsibilities as workers, as producers, as citizens 
and as heads of families that should not have to meet the requirements 
of the means test which is essential in all public assistance programs 
and which for that purpose we support so we thought for this tiding 
over period, for this emergency period, we should have something 
comparable to unemployment compensation to take care of those 
people and that is why we support the Federal recovery benefit 
program. 

Mr. Foranp. Would it be through grants to the States rather 
than reimbursements to the States showing they have taken care of 
these cases # 

Mr. CrurksHANkK. Yes, sir. 

Mr. Foranp. I think we all are shooting at the same star. I hope 
we can hit it. 

Are there any further questions ? 

If not, on behalf of the committee I want to thank you and your 
associates for the very fine presentation that you made this morning. 

Mr. CrurksHank. Thank you, sir. 

Mr. Foranp. The chairman has received telegrams from the Gov- 
ernors of the States of Iowa, Massachusetts, Minnesota, New York, 
and Washington on the subject of extended and improved unemploy- 
ment compensation benefits. 

Without objection, I shall insert these telegrams in the record at 
this point. 

(The telegrams referred to are on pp. 163-164.) 

Mr. Forann. The committee will stand adjourned until 2 o’clock. 

(Whereupon, at 12:50 p. m., Tuesday, April 1, 1958, the committee 
recessed to reconvene at 2 p. m. the same day.) 


AFTERNOON SESSION 


The hearing was resumed at 2:05 p. m., pursuant to the recess. 

The Cuarrman. The committee will be in order. 

The first witness is Mr. Dikovics. 

Mr. Dikovics, will you identify yourself for the record by giving 
your name, address, and the capacity in which you appear? 
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STATEMENT OF LESLIE J. DIKOVICS, MEMBER, SOCIAL SECURITY 
COMMITTEE, COUNCIL OF STATE CHAMBER OF COMMERCE 


Mr. Dixovics. My name is Leslie J. Dikovics. The address is 60 
Park Avenue, Verona, N. J. 

The Cuarmman. Mr. Dikovics, will it be possible for you to con- 
clude your remarks in the 15 minutes we have allotted to you, sir 

Mr. Drxovics. Yes. 

The Cuarrman. You are recognized, sir. 

Mr. Dixovics. ‘Thank you. 

Mr. Chairman and members of the committee, my name is Leslie J. 
Dikovics. I am associated with Walter Kidde & Co., Inc., of Belle- 
ville, N. J. 1 am a member of the social-security committee of the 
Council of State Chambers of Commerce and appear here on behalf 
of the member State chambers of the council listed at the end of my 
statement. 

At the outset I want to point out that the organizations for whom I 
speak are strongly opposed to any legislation which will distort the 
basic purposes of the State unemployment-compensation programs. 
There is no doubt in our minds that the identical bills, H. R. 11326 and 
H. R. 11327, would have each of these effects. This is also true of the 
administration’s proposal, H. R. 11679, except in the degree of its 
effects. 

We are not unmindful of the present unemployment situation and 
we recognize that it has become serious in some localities. We do not, 
however, believe that the facts of the situation warrant action which 
will undermine or even threaten the present sound concepts of the 
State programs. Nor do we believe that the type of action contem- 

lated in these bills should be taken even though further deterioration 
in the economic situation should indicate the need for some Federal 
action. 

Unemployment compensation is designed to replace in part wages 
lost by individuals during temporary periods of unemployment which 
occur as a result of normal fluctuations in personnel need of employers 
and to meet the first impact of unemployment among covered workers 
during economic downturns. There has been wide agreement for many 
years that unemployment conmpensation should be only our first line 
of defense recession unemployment. 

The present system is based on the insurance principle of relating 
an individual’s prospective benefits to his earnings with the employer 
financing the insurance by contributions which are also related to the 
individual’s earnings. Benefits to eligible unemployed workers are 
paid as a matter of right regardless of personal need. 

Thus unemployment compensation was never intended to be a relief 
program. But that is exactly what the State unemployment-compen- 
sation programs would be turned into if one of these bills should be 
enacted. Moreover, it would be a relief program without a needs 
test; and it would be a discriminatory relief program in that it would 
provide benefits to those among the unemployed who happen to have 
been in covered employment while no benefits would be available to the 
others whose jobs were not covered by the program. 
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The payment of benefits for up to 16 additional weeks for individ- 
uals at have exhausted their benefit eligibility would throw into 
complete disregard the present principles of unemployment compen- 
sation that it is intended to meet short-term unemployment needs 
and that it is social insurance. Under H. R. 11326 the maximum 
duration of benefit payments would be increased by 53 percent in the 
State with the longest duration to 100 percent in the case of the short- 
est maximum. In a majority of the States the maximum benefit 
period would be increased by 6114 percent. H. R. 11679 would pro- 
vide a 50-percent increase in benefit duration in all cases. I might 
add here that once the Federal Government begins to finance benefits 
for additional weeks, the pressures for a further extension of benefits 
will be such that only a condition of general labor scarcity again is 
likely to prevent the further extension. 

The insurance principle in the State programs would be disre- 
garded and possibly eventually ectiored through H. R. 11326 by 
the very fact that the total amount of benefits available to an ind1- 
vidual would no longer be related to his earnings. This principle is 
absolutely essential to a sound program. Otherwise persons only 
temporarily in the labor market would seriously deplete the insurance 
reserve funds which are primarily intended to sustain for temporary 
periods of unemployment those workers who in fact are attached to 
the labor market. H. R. 11679 would retain some relationship be- 
tween earnings and benefits by limiting each individual’s supple- 
mental Federal benefits to one-half the State benefits he ak ex- 
hausted. 

The provisions of H. R. 11326 dealing with benefit amounts sets 
the precedent, in our minds, for Federal domination of the State 
unemployment compensation programs through Federal standards. 
Both this bill and H. R. 11679 would produce this effect with respect 
to duration of benefits. Over the past decade and a half the propo- 
nents of Federal control of these programs have repeatedly offered 

lans to institute Federal standards governing them. The Congress 

as never seen fit to enact such measures and has wisely stuck to the 
concept that each State can best determine what the provisions of its 
unemployment compensation law should be to satisfy the needs of 
the State. 

With respect to the fixing of the weekly amounts of benefits under 
H. R. 11326, it is to be noted that the maximums of the Federal bene- 
fits would be materially higher than maximum basic benefits paid in 
any State in the country. Under the rule that the maximum Federal 
benefit payable within each State shall be a figure which represents 
two-thirds of the average gross weekly wage of employees in the 
State, the Federal maximums would range at present wage levels 
from about $37 weekly in Arkansas and Mississippi to about $65 in 
Michigan. 

The maximum Federal benefit, for example, would be $20 per week 
higher than the State maximum in California, $23 higher in New 
York, and $17 higher in Pennsylvania. 

Even if dependents’ benefits payable in some States are taken into 
account, the Federal benefit maximums would be higher than the 
basic-plus-dependents’ maximums in all but two States. 

We respectfully call your attention to obvious complications and 
ramifications of having dual-level benefits existing side by side at the 
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same time in each State. One such ramification undoubtedly would 
be that at least most of the States eventually would be forced to meet 
the benefit-level standards established by the Federal benefits. This 
would be a major step in the attrition of the prerogative of the States 
to exercise their own judgments as to how their programs should be 
shaped to meet their own needs. 

Once this prerogative is taken from the States by imposition of 
Federal standards with respect to such basic features of State pro- 
grams as benefit payments and duration of benefits, the unemployment 
compensation system will be only one step removed from full federali- 
zation. To this, all of the organizations for which I speak have been 
unanimous in their opposition, and they will continue vigorously to 
oppose any measures which tend to this end. 

We oppose federalization of the State unemployment compensation 
systems for several important reasons. As a general proposition, we 
believe that the centralization in the Federal Government of authority 
and jurisdiction over domestic affairs already has gone further than 
wisdom dictates. More specifically, federalization of the unemploy- 
ment-pay programs would offer a standardized, uniform prescription 
to attempt to cope with widely varying conditions among the States. 
It would force upon an already overworked Congress the task of de- 
ciding each year the highly controversial questions of how high the 
unemployment benefits should be and under what conditions they 
should be paid. Most significantly, federalization would mean that 
if mistakes were made, they would encompass the entire country 
rather than only the isolated States where they may now occur. 

It often is said that unemployment is a national problem. The same 
may be said, with equal accuracy, of education, criminal and civil 
law enforcement, public health, traffic control, and many areas of gov- 
ernmental service in which the bulk of the service'is performed by 
State and local governments. Yet the United States has grown strong 
in dealing with such problems through the localized approach, while 
many foreign countries that might be cited have grown weak with the 
federalized or nationalized approach. 

It is recognized, of course, that these proposals have termination 
dates and do not in themselves prescribe outright Federal standards 
or controls over the operation of the State program. We emphasize 
our belief, however, that once the Federal Government enters directly 
into the business of paying unemployment benefits—and once the 
precedents of extended benefits and federally prescribed benefit levels 
are established—withdrawal will be virtually impossible and the prin- 
cipal steps toward federalization will have been taken. 

Earlier in this statement I voiced the opinion that if Federal funds 
were provided to finance unemployment compensation benefits for 
additional weeks beyond present State minimums, further extensions 
of benefit payments would be most difficult to resist. In this connec- 
tion I cite the experience of England in the 1920’s when their unem- 
ployment compensation program was converted into a dole. 

From 1911 to 1920 a claimant for unemployment compensation ben- 
efits in England could draw benefits for up to 15 weeks. In March 
1921 the number of weeks was increased to 24. Then there were fur- 
ther increases to 33 weeks in July 1921, 36 weeks in April 1922, and 
46 weeks in March 1923. By August 1924, the limit on duration of 
benefits was removed completely. 
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After these extensions and other liberalizations in benefits, Sir Wil- 
liam Beveridge, who sponsored the original British act in 1911, said: 

What was a system of unemployment insurance popularly miscalled the dole 
became a dole officially miscalled unemployment insurance. 

I also made reference earlier to the fact that these measures are dis- 
criminatory legislation and I would like to comment further on that 
point. Benefits would be paid from Federal funds only to individuals 
who had exhausted their benefit rights under State law. But when 
an individual exhausts his benefit rights, he has no connection with 
the program and will have none until he again has qualifying earn- 
ings in covered employment. Thus, his status is exactly the same as 
the unemployed person who previously had a job which was not cov- 
ered in a State program. Yet, under this legislation the individual 
who had exhausted his State benefits would be given additional bene- 
fits as a matter of right; but the other, who was not eligible for State 
benefits, would get nothing. 

It has been estimated that about 1,500,000 individuals will exhaust 
their State benefits during 1958 and become eligible for benefits under 
these bills. In comparison, there are now about 1,700,000 unemployed 
individuals who will not be eligible because they were not covered 
under State laws. Thus, the relief provided by the proposed legisla- 
tion would be taxpayer-financed relief for a minority group. 

In the preceding paragraphs I have stated reasons for our opposi- 
tion to H. R. 11326 and H. R. 11679 or any other proposal which 
would transform the unemployment compensation system into a relief 
program or which would tend to bring about federalization or Federal 
domination of the system. 

I now want to cite some facts which of themselves raise serious ques- 
tions as to the need for or wisdom of any action by Congress at this 
time with respect to the type of legislation you are considering. 

While it is a fact that the total number of unemployed in February 
reached a higher level than at any time since 1941, a simple comparti- 
son of totals is misleading. Such a comparison is misleading because 
the irreducible minimum unemployment figure grows as the total labor 
force grows. Therefore, it is necessary to use unemployment data in 
terms of percentage of the labor force to get meaningful comparisons. 
It is also necessary to take into account normal seasonal fluctuations 
in comparing portions of a year with portions of another year. 

If we compare the current unemployment situation with the same 
period in the 1953-54 recession, we find that unemployment in Janu- 
ary and February was 114 percentage points higher than in the same 
months of 1954. On the other hand, percentage unemployment in 
January and February 1950 was 7.3 and 7.6 percent, respectively, as 
compared to 6.4 and 7.3 percent in January and February of this 
year. 

If we consider exhaustions of benefits, which is the basis of these 
bills, we find that the current quarter will show a smaller number than 
the last 2 quarters of 1949, the first 2 quarters of 1950, and the second 
and third quarters of 1954. 

We list here, gentlemen, the number of benefit exhaustions in the 
quarters referred to. I will not state the figures but I refer them to 
you. 
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(The numbers in tabular form follow :) 


Number of exhaustions of benefits 
January 1958 
February 1958 (preliminary ) 
March 1958 (estimated )’* 


Total, Ist quarter, 1958 

8d quarter, 1949 
4th quarter, 1949 
ist quarter, 1950 
2d quarter, 1950 
2d quarter, 1954 

3d quarter, 1954 

1 Estimate based on rate of increase in eight major industrial States. 


It is apparent from these comparisons that the basis for supple- 
menting State unemployment-compensation benefits at this time is 
smaller than it was in two quarters of each of the years 1949, 1950, and 
1954 when the Congress did not even consider legislation such as is 
now proposed. 

Unless there is a pickup in the economy in the next few months, it 
is likely that exhaustions of benefits will rise in the second and third 
quarters when the recent higher numbers of new claimants will exhaust 
their benefits if jobs do not become available for them. On the other 
hand, there are some favorable factors in the business picture which 
may moderate or prevent a rise in benefit exhaustions. 

One is the inventory liquidation which began in the last quarter of 
1957 and continued through much if not all of the first quarter of this 
year. This factor alone accounts for an appreciable part of the drop 
in production of some manufacturing industries, like steel, and it has 

‘aused unemployment not only in those industries but also in trans- 
portation which is directly affected. With inventories being worked 
down, a more solid base is being set for a rise in production activity. 

Another favorable sign is the fact that consumer purchasing power 
has held up remark: ably well. Although down from the record levels 
reached in the third quarter of 1957, personal income in February 
stood at a seasonally adjusted annual rate of $341.8 billion. This was 
higher than at any time prior to May 1957 and it was almost $4 billion 
more than in Febr uary 1957. 

Other factors pointing to increased business activity and more jobs 
are the stepping up of military procurement, the renewal of construc- 
tion activity which has been held up by the unusually long and severe 
winter, and actions already taken by the administration and Congress 
to accelerate certain programs such as housing and highway construc- 
tion. 

Unemployment insurance designed to meet the needs of each of the 
several States is but one part of the economic program required to 
soften the effects of periodic adjustment in business activity. It was 
never intended, nor can we expect, that these insurance programs alone 
can smooth out all the dips in our economic curve. Nor should we ar- 
bitrarily extend benefits as a temporary expedient and in so doing 
destroy the sound concepts of State social insurance programs. 

In conclusion, I repeat that we do not believe Congress should enact 
legislation of the type you are considering. If conditions continue to 
worsen to the point where the need for Federal assistance becomes ap- 
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parent, the assistance provided should have no connection with the 
unemployment compensation system. 

The following member State and regional chambers of commerce in 
the Council of State Chambers of Commerce have endorsed the fore- 
going statement : 


Alabama State Chamber of Commerce 
Arkansas State Chamber of Commerce 
Colorado State Chamber of Commerce 
Delaware State Chamber of Commerce 
Florida State Chamber of Commerce 
Georgia State Chamber of Commerce 

Idaho State Chamber of Commerce 

Indiana State Chamber of Commerce 
Kansas State Chamber of Commerce 
Kentucky Chamber of Commerce 

Maine State Chamber of Commerce 
Mississippi Economic Council 

Missouri State Chamber of Commerce 
Montana Chamber of Commerce 

New Jersey State Chamber of Commerce 
Empire State Chamber of Commerce (New York) 
Ohio Chamber of Commerce 

State of Oklahoma Chamber of Commerce 
South Carolina State Chamber of Commerce 
Greater South Dakota Association 

East Texas Chamber of Commerce 

South Texas Chamber of Commerce 

West Texas Chamber of Commerce 

Lower Rio Grande Valley Chamber of Commerce (Texas) 
Virginia State Chamber of Commerce 

West Virginia Chamber of Commerce 
Wisconsin State Chamber of Commerce 


Thank you, Mr. Chairman and gentlemen, for the opportunity of 
making this statement. 

The Cuamman. Thank you, Mr. Dikovies, for bringing to us the 
views of the Council of State Chambers of Commerce. 

Are there any questions? 

Thank you, sir. 

Our next witness is Mr. Peter G. Dirr. 

Mr. Keogh? 

Mr. Kroc. Mr. Chairman, I would like, in the presence of Mr. 
Dirr, to express my appreciation for your courtesy in affording him 
an opportunity to be on the program today and I would like the record 
to note that I have been requested by the executive head of the Com- 
merce and Industry Association of New York to express his appre- 
ciation, too. 

I am sure we will be delighted to have Mr. Dirr’s statement. 

The Caamman. Mr. Dirr, please identify yourself for the record 
by giving your name, address, and the capacity in which you appear. 


STATEMENT OF PETER G. DIRR, MEMBER, SOCIAL SECURITY COM- 
MITTEE, COMMERCE & INDUSTRY ASSOCIATION OF NEW YORK, 
INC., ACCOMPANIED BY MAHLON Z. EUBANK, COUNSEL, SOCIAL 
SECURITY DEPARTMENT, COMMERCE & INDUSTRY ASSOCIATION 
OF NEW YORK, INC., NEW YORK, N. Y. 


Mr. Drer. Thank you, sir. My name is Peter G. Dirr. I am here 
as a representative of the Commerce and Industry Association of New 
York, 99 Church Street, New York City. 
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I am accompanied by Mr. Mahlon Z. Eubank, who is counsel to the 
Social Security Department of the Association, and I am happy to 
have my oldest boy with me here, who is with me in Washington to 
see an example of democracy at work. 

The Carman. I have been looking at this fine son of yours and 
T though he might help us with this problem. 

You are recognized, sir, for the 15 minutes. 

Mr. Drrr. Thank you, sir. I am sure I will be able to finish in less 
time than is alloted to me because I know your pressure of work. 

We are very appreciative of having this opportunity to appear 
before you. 

I have a prepared statement which has been submitted. I ask that 
it be included in the record. 

The Cuarrman. Without objection, the entire statement will be 
included in the record. 

(The statement referred to follows:) 


STATEMENT OF THE COMMERCE AND INDUSTRY ASSOCIATION OF New York, INC., 
CONCERNING LEGISLATION TO PROVIDE FOR AN EMERGENCY EXTENSION OF FEDERAL 
UNEMPLOYMENT COMPENSATION BENEFITS 


Presented by Peter G. Dirr, Member of the Social Security Committee of Com- 
merce and Industry Association of New York, Inc. and Vice President of 
McKesson & Robbins, Inc., April 1, 1958 


Commerce & Industry Association of New York, Inc., the largest service 
chamber of commerce in the East, represents approximately 3,500 employers, 
large and small, in all branches of industrial and commercial activity, including 
many corporations headquartered in New York but engaged in multistate activi- 
ties. Through its social security committee, which includes many of the Nation’s 
leading tax and personnel executives, and its social security department, the 
association studies and actively represents management thinking on significant 
unemployment insurance issues at both the national and local levels. The 
Commerce & Industry Association appreciates your invitation to appear before 
your committee for testimony on this most important proposed legislation. 

We share your concern with the problem of unemployment. To quote Arthur 
Krock in the New York Times of Thursday, March 20: “There is little in human 
experience more distressing to Americans than the spectacle of competent avail- 
able citizens vainly making the dismal round for jobs. There are few effects 
more damaging to the morale of such citizens than when night after night they 
are obliged to return still jobless to their families.” 

The Commerce & Industry Association opposes H. R. 11326, 11327, and similar 
bills for the following reasons: 

(1) It would disturb the present Federal-State relationship in the field of 
unemployment insurance which we are strongly in favor of maintaining. We 
are convinced that the duration of benefits and the proper level of benefits are 
a local problem and can best be determined at the State level. 

(2) It must be remembered that unemployment insurance, through the partial 
replacement of lost wages, is intended to alleviate the hardship caused by the 
temporary loss of work. It is most necessary that the word “temporary” be 
emphasized since the granting of additional benefits can serve to extend such 
temporary period. It seems most appropriate to suggest that as unemployment 
benefits are exhausted by an individual claimant, then, the State’s assistance 
program should take over to provide necessities for those individuals who con- 
tinue to be unemployed. Such assistance has been traditionally left at the 
State level. 

(3) To the extent that maximum duration of benefits might be exhausted and 
then additional weeks of benefits be provided beyond the maximum, the present 
relationship existing between earned wages and wage-related benefits would be 
seriously disturbed. The distinction between unemployment insurance and 
unemployment relief is a vital element in American social legislation; one arises 
out of contract, the other out of need. To protect the concept of contract in 
social insurance there must be a stated relationship between wages and benefits. 
To extend weeks of benefits indiscriminately would undermine this basic 
principle. 
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(4) State laws differ widely with respect to duration of benefits. Five (Ken- 
tucky, New Hampshire, New York, North Carolina, and Vermont) have a uniform 
maximum duration of 26 weeks for all claimants ; Pennsylvania has a top 30-week 
uniform duration. Nine States have a uniform duration for all claimants of 
from 20 to 24 weeks. In all other States the duration is variable, dependent 
upon the claimant’s previous attachment to the labor market, with the maximum 
ranging from 26 weeks down to 16 weeks in Florida. In States which have a 
variable duration, individuals who have a short attachment to the labor market 
receive benefits for less than the maximum duration, in some instances as few as 
5 or 6 weeks. Federal legislation in a field where State laws necessarily differ 
widely would bring about fantastic results. In Pennsylvania, with a uniform 
duration of 30 weeks, a claimant would receive 46 weeks under the Mills- 
McCormack proposals, 6 weeks short of 1 full year. 

(5) The disparity between weeks worked and benefits received would be even 
greater in States with lower eligibility requirements and shorter durations of 
benefits. In Rhode Island, the unemployment benefits of a person who works 
for 14 weeks and averages $70 and $30 weekly until he receives $200, a period of 
about 9 weeks. Under the Mills-McCormack bills he would receive $35 for each 
of 16 additional weeks. Yet, a steady worker with the same average weekly 
wage, who started receiving unemployment benefits at the same time, would 
continue to get only $30 for each of the 26 weeks of his State duration. Thus, the 
seasonal worker would get more in benefits than the steady worker. 

It thus becomes evident that the proposals would widen avenues for abuse of 
the unemployment-insurance program, with more idled workers inclined to take 
the rocking-chair route rather than make a diligent search for employment and 
get their weekly stipend by working for it. Right now, union leaders, faced with 
a choice of shorter workweeks or layoffs, are demanding layoffs because non- 
taxable unemployment insurance payments plus supplementary benefits provided 
by the employers in their contracts would approximate take-home pay for a short 
workweek. This abuse defeats one of the primary purposes of the unemploy- 
ment-insurance program—to have employers stabilize their operations and pro- 
vide at least some steady employment, 

(6) Since the Federal unemployment insurance law was first enacted, Con- 
gress has many times considered legislation which would provide Federal cash 
to supplement State benefits. Each time, in 1942, 1944, 1946, and 1952, Congress 
rejected the proposals—firmly convinced that the level and duration of benefits 
come within the province of the State governors and State legislatures who have 
firsthand and specific knowledge of circumstances as they exist on the home 
scene and who are more intimately acquainted with the needs of the citizens 
in their respective States. We are reminded of the statement of Senator Salton- 
stall to the Congress in February of 1942, at a time when Congress was consider- 
ing similar legislation, Senator Saltonstall stated: “Every journey to a forbidden 
end begins with the first step; and the danger of such a step by the Federal Gov- 
ernment in the direction of taking over the powers of the States is that the end 
of the journey may find the States so despoiled of their powers or * * * so 
relieved of the responsibilities which possession of powers necessarily enjoins, as 
to reduce them to little more than geographical subdivisions of the national 
domain.” 

Much is being said about the plight of those who have exhausted their State 
benefits. The matter of benefit exhaustions cannot be resolved in general terms. 
It is necessary to examine the kinds of individuals included among the exhaustees. 
It will be found that many are secondary wage earners, such as, wives of work- 
ing husbands, seasonal workers who year after year would be unemployed at 
the same time, retired employees receiving pensions and social security and 
many others of similar type. Many of these people who are only nominally 
attached to the labor market would receive, under proposed legislation, pay- 
ment which they neither need nor have a right to under sound insurance prin- 
ciples. 

To illustrate: The Census Bureau’s Labor Report for February 1958 states: 
“Unemployment among married women, which has been fairly stable at about 
500,000 or 4 to 4% percent of all working wives throughout 1957, rose to 900,000, 
or a rate of 7% percent, over the first 2 months of 1958. Cutbacks in trade and 
similar lines after Christmas as well as the February influx of new labor market 
entrants largely accounted for this recent uptrend in joblessness among married 
women.” 

Many of these married women are part-time or seasonable workers who only 
work just enough to be entitled to benefits. Additional weeks or benefits for 
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them will be a handout and will result in their staying at home taking care of 
their domestic duties rather than diligently seeking employment. 

It must also be remembered that in referring to exhaustees, there is a general 
misconception that all such individuals have qualified for and have drawn the 
maximum number of weeks of benefits under the State law. This is not so. For 
instance, a study of exhaustions made in Rhode Island in 1950, another year of 
recession, indicated that of all the benefit exhaustions only a little more than 
10 percent involved claimants who were entitled to the maximum of 26 weeks. 

Even this 10 percent figure would be high since it would include claimants 
who are not regularly attached to the labor market, for example, retired em- 
ployees previously referred to. More than two-thirds of the exhaustees repre- 
sented claimants who were only entitled to benefits of 10 weeks or less. Clearly 
then this two-thirds of the claimants were employees who did not have substan- 
tial work histories. To afford an additional 16 weeks of benefits to such indi- 
viduals would, in many cases, result in the seasonal worker getting more in bene- 
fits than his actual earnings from employment and would also give the seasonal 
worker preferential treatment in relation to the steady worker. 

Considering exhaustions in one group, we might inquire as to the seriousness 
of the present level of exhaustions. We find that in the first quarter of this year 
it is estimated that in relation to the number of workers in covered employment 
the exhaustions will approximate 1.4 percent. This is just about the same per- 
centage as prevailed in the July to September 1954 quarter which was another 
period of recession and is substantially less than the 2.3 percent which prevailed 
in the first quarter of 1950. 

The problem of the moment is to encourage expanded purchasing power of our 
citizens. It is extremely doubtful that paying a few extra weeks of benefits to 
less than 2 percent of covered workers can encourage such expansion. We favor 
projects which will contribute substantially to the creation of employment and 
the end of the present temporary recession, but not at the cost of supporting 
measures which usurp the prerogatives of the States and might well represent the 
first step toward federalizing the unemployment-insurance program. 

(7) These bills would not create jobs. They will do very little for a few 
eople. 

’ ~ as to the administration’s proposals of last week. Certainly the Federal 
Government does not have $600 million in spare cash available. In the vast 
majority of States unemployment is not a problem, and the States funds them- 
selves, comprising some $8.5 billion in the aggregate, are not in danger of liquida- 
tion. Certainly there are a few States in serious condition, but for the present 
it is our feeling that the moneys available from the revolving fund set up under 
the Reed bill are sufficient. If additional funds are necessary, the moneys could 
be made available to the States on a loan-fund basis, but only to those States 
desiring to use such funds. 

The administration proposal, while “permitting” States to contract for funds, 
nevertheless gives the Secretary of Labor authority to make payments through 
Federal agencies in those States which do not contract for funds. While the 
authority of the Secretary of Labor would at first blush appear to be permissive, 
from a practical standpoint it would seem that action by the Secretary of Labor 
would almost become mandatory. 

To the extent that this proposal tends to force States into action and in the 
absence of State action would force benefits on the citizens of the State through 
Federal agencies, we find this measure to be an intrusion on the States rights 
which have long been the proud bulwark of our democracy. 


Mr. Dire. Thank you, sir. 

_ Before going into some of the highlights of that statement, I would 
like to comment on a few of the statements made this morning. 

The statement was made that the States never act unless they are 
compelled to by the Federal Government. There are many examples 
of this not being so. 

It was said this morning that in some 31 of the 48 States legislation 
has been passed showing that when the Federal Government reduces 
the test of 4 or more below that amount the States will follow. That 
was given as an example that the States waiting for the Federal Gov- 
ernment to act is clearly historical, and in the beginning of the unem- 
ployment-insurance program when it was eight or more the States 
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used the same measure; but not all States are waiting for the Federal 
Government to act. 

In my own State of New York we have already reduced the coverage 
to two or more. 

Also, the statement was made that among those who appear before 
you this afternoon asking that there be no Federal intervention would 
be the same group w hich appeared before State legislatures asking 
that benefits not be increased. 

Again I might point out that this is not so. In New York State we 
have been advocating for some time an increase in the benefit from $36 
a week to $45 a week, and the legislation that would accomplish that 
at the same time would have imposed higher rates on seasonal em- 
ployers above 2.7. Because of that the measure was vetoed 3 times at 
the request of the AFL-CIO, and it was only after it had been enacted 
the fourth time that it was finally adopted into law just a few weeks 

0. 

I might also bring to your attention, and this I do personally since 
the association has not taken any position on it, the fact that when 
you are comparing the level of benefits as a relation to w ages, in 1939 
and 1958, there is one other element that must be taken into consid- 
eration. 

In 1939 the benefit was a much higher percentage of real wages 
because Federal income taxes were not the material factor that they 
are today and to get compar: able figures you should relate the today’s 
benefit to the person’s take-home pay after Federal income tax. 

The Commerce and Industry Association opposes the enactment of 
H. R. 11326, 11327 and similar bills for the following reasons: 

(1) They would disturb the present Federal-State relationship in 
the field of unemployment insurance which we are strongly in favor 
of maintaining. We are convinced that the duration of benefits and 
the proper level of benefits are a local problem and can best be de- 
termined at the State level. 

(2) It must be remembered that unemployment insurance, through 
the partial replacement of lost wages, is intended to alleviate the 
hardship caused by the temporary loss of work. It is most necessary 
that the word “temporary” or short-term unemployment be empha- 
sized since the granting of additional benefits can serve to extend 
such temporary period. It seems most appropriate to suggest that as 
unemployment benefits are exhausted by an individual claimant, then, 
the State’s assistance program should take over to provide necessities 
for those individuals who continue to be unemployed. Such assistance 
has been traditionally left at the State level. 

(3) To the extent that maximum duration of benefits might be 
exhausted and then additional weeks of benefits be provided beyond 
the maximum, the present relationship existing between earned wages 
and wage- -related benefits would be seriously disturbed. The distinc- 
tion between unemployment insurance and unemployment relief is a 
vital element; one arises out of contract, the other out of need. To 
protect the concept of contract in social insurance there must be a 
stated relationship between wages and benefits. 

It is evident that proposals which extend benefits widen avenues 
for abuse of the unemployment insurance program, with more idled 
workers inclined to take the “rocking chair” route rather than make 
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a diligent search for employment and get their weekly stipend by 
working for it. 

We have the example out in Michigan where the auto industry 
went on short workweeks and the labor leaders asked that rather 
than put a number on short workweeks that they put a smaller group 
on full workweeks and lay the others off. 

We know that there are many who get unemployment benefits and 
exhaust them who are not really attached to the labor market. 

I have some comments in that regard later on. 

Since the Federal unemployment insurance law was first enacted, 
Congress has many times considered legislation which would provide 
Federal cash to supplement State benefits. Each time Congress re- 
jected the proposals, firmly convinced that the level and duration of 
benefits come within the province of the State governors and State 
legislatures who have firsthand and specific knowledge of circum- 
stances as they exist on the home scene. 

Much is being said about the plight of those who have exhausted 
their State benefits. The matter of benefit exhaustions cannot be re- 
solved in general terms. It is necessary to examine the kinds of indi- 
viduals included among the exhaustees. It will be found that many 
are secondary wage earners, such as wives of working husbands, sea- 
sonal workers who year after year would be unemployed at the same 
time of the year, retired employees receiving pensions and social se- 
curity and many others of similar type. Many of these people who 
are only nominally attached to the labor market would receive, under 
proposed legislation, payment which they neither need nor have a 
right to under sound insurance principles. 

It must also be remembered that in referring to exhaustees, there 
js a general misconception that all such individuals have qualified for 
and have drawn the maximum number of weeks of benefits under the 
State law. This is not so. For instance, and I believe this is a point 
that Congressman Curtis was speaking to this morning, a study of 
exhaustions made in Rhode Island in 1950, another year of recession, 
indicated that of all the benefit exhaustions only a little more than 
10 percent involved claimants who were entitled to the maximum of 
26 weeks. 

Even this 100 percent figure would be high since it would include 
claimants who are not regularly attached to the labor market, such 
as, for example, retired employees previously referred to. More than 
two-thirds of the exhaustees represented claimants who were only en- 
titled to benefits of 10 weeks or less. Clearly then this two-thirds of 
the claimants were employees who did not have substantial work his- 
tories. To afford an additional 16 weeks of benefits to such individuals 
would, in many cases, result in the seasonal worker getting more in 
benefits than his actual earnings from seasonal employment and would 
also give the seasonal worker preferential treatment in relation to 
the steady worker. 

Considering exhaustions in one group, we might inquire as to the 
seriousness of the present level of exhaustions. We find that in the 
first quarter of this year it is estimated that in relation to the number 
of workers in covered employment the exhaustions will approximate 
1.4 percent. This is just about the same percentage as prevailed in 
the July to September 1954, quarter which was another period of 
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recession and is substantially less than the 2.3 percent which prevailed 
in the first quarter of 1950. 

The problem of the moment is to encourage expanded purchasing 
power of our citizens. It is extremely doubtful that paying a few 
extra weeks of benefits to less than 2 percent of covered workers can 
encourage such expansion. We favor projects which will contribute 
substantially to the creation of employment and the end of the present 
temporary recession, but not at the cost of supporting measures which 
usurp the prerogatives of the States and might well represent the 
first step toward federalizing the unemployment insurance program. 
These bills would not create jobs. They will do very little for a few 
people. 

Now as to the administration’s proposals of last week. Certainly 
the Federal Government does not have $600 million in spare cash avail- 
able. In the vast majority of States unemployment is not a problem, 
And they would seem to have the cash to lay out some $600 million, 

We do agree that there are some few States that may find their funds 
becoming somewhat depleted. Nevertheless it is our feeling that the 
moneys available from the revolving fund set up under the Reed bill 
are sufficient. If additional funds are necessary the moneys could be 
made available to the States on a loan fund basis but only to those 
States desiring to use such funds. 

The administration proposal, while permitting States to contract 
for funds, nevertheless gives the Secretary of Labor authority to make 
payments through Federal agencies in those States which do not 
contract for funds. While the authority of the Secretary of Labor 
would at first blush appear to be permissive, from a practical stand- 
point it would seem that action by the Secretary of Labor would al- 
most become mandatory. 

To the extent that this proposal tends to force States into action 
and in the absence of State action would force benefits on the citizens 
of the State through Federal agencies, we find these measures to be 
an intrusion on the States rights which have long been the proud 
bulwark of our democracy. ‘ 

Mr. Foranp (presiding). Does that conclude your statement ? 

Mr. Drier. Yes, sir. 

Mr. Foranp. Arethere any questions? Mr. Reed. 

Mr. Reep. I just wanted to speak to the young man. 

Do you agree with the position your father is taking on this matter? 

Mr. Drier, Jr. Yes, I do. 

Mr. Reep. That is fine. I would like to suggest that I would like to 
see you go to Cornell University. He is a nice looking boy. 

Mr. Dirr. Thank you, sir. 

Mr. Foranp. Mr. Mason will inquire. 

Mr. Mason. Mr. Dirr, you brought up the subject of take-home pay 
and that ought to be considered in our action on this committee. 

John Smith is earning $60 a week. He pays $10 out of that, prac- 
tically speaking, in taxes. He gets two-thirds on unemployment or 
$40. Therefore, when he goes back to work he only gets $10 extra 
for working as compared with not working now. 

Mr. Dire. That is right, sir. 

Mr. Mason. So we must take into consideration this take-home pay. 
We have had very little emphasis given to that so far in these hearings. 

That is all, Mr. Chairman. 
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Mr. Foranp. If there are no further questions, we thank you, sir, 
for the information given the committee. 

Mr. Drrr. Thank you, sir. 

Mr. Foranp. The next witness is Mr. William L. Batt, Jr. 


Will you come forward, please, Mr. Batt, and identify yourself for 
the record ¢ 


STATEMENT OF WILLIAM L. BATT, JR., SECRETARY, LABOR AND 
INDUSTRY, COMMONWEALTH OF PENNSYLVANIA; ACCOMPANIED 
BY DR. JOHN ADAMS, DIRECTOR, EMPLOYMENT SECURITY, COM- 

MONWEALTH OF PENNSYLVANIA 












Mr. Barr. Mr. Chairman, my name is William L. Batt, Jr. I am 
secretary of labor and industry in the Commonwealth of Pennsylvania. 
Mr. Foranp. Mr. Batt, will you be able to complete your state- 
ment in the 10 minutes allotted to you ? 
Mr. Barr. Yes, sir. If I may, I would like to ask you to file the 
statement for the record and I will talk from it. 
Mr. Foranp. Without objection, so ordered. 
(The statement referred to follows :) 


TESTIMONY OF GEORGE M. LEADER ON THE ProposALs To EXTEND THE DURATION 
Periop OveER WHIcH UNEMPLOYMENT COMPENSATION BENEFITS MAy BE PAID 


TO WorKERS WHOSE BENEFIT RIGHTS UNDER THE LAWS OF THE SEVERAL STATES 
HAVE BEEN EXHAUSTED 
















I am pleased to have this opportunity to present to you my comments upon 
the proposals to extend the duration period over which benefits due to otherwise 
qualified persons who have exhausted their entitlement to unemployment insur- 
ance benefits may be paid. This is a much-needed program, both from the 
standpoints of the individual and the economy for which later it will provide 
an income prop. 

Pennsylvania was one of the first States to adopt and use an unemployment 
insurance system to replace lost wages and to sustain the purchasing power of 
its unemployed workers. It has long been in the forefront in developing a broad 
and sound approach to meeting the problems of unemployment, both by the pay- 
ment of benefits and by actively making job referrals for the unemployed through 
the Employment Service. 

In the present situation, in the first 3 months of 1958 to date, we have paid 
out about $100 million in unemployment insurance benefits to unemployed Penn- 
sylvanians. However, in this same period over 30,000 Pennsylvanians have 
received their last benefit payments for their current benefit years, and a large 
proportion of them are still unemployed. Moreover, if the level of unemploy- 
ment continues, it is estimated that 12,000 and 16,000 additional persons, respec- 
tively, in April and May, will be added to this total. 

Thus, the need for action in this area is both immediate and great. Accord- 
ingly, the Keystone State is keenly interested in the plans proposed to provide 
aid to the unemployment insurance systems of the various States to the end 
that they may extend the benefit rights of unemployed workers beyond the period 
of present eligibility, if they continue to be unemployed. 

The unemployment-insurance program in Pennsylvania now provides benefits 
for 30 weeks to qualified workers. This benefit program was designed to deal 
with long-term unemployment, such as that experienced in a recession, but more 
particularly with that resulting from depressed industry and technological 
obsolescence. Provision of this longer duration period has been helpful to 
many thousands affected by the present national recession add, in the past 3 
years, has given greater protection to many of the workers in our distressed 
areas. But it is evident that it is not enough to meet the present problem. 

It is also evident that provision of this extended benefit results in higher 
costs. Thus, if the problem is recognized and is to be dealt with adequately, 
provision for proper financing is essential. In Pennsylvania, for example, our 
fund balance is already low. Our balance on December 31, 1957, was $345 
24042—58——_19 
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million. Today it is about $262 million. Pennsylvania employers are paying 
taxes at a current average rate of 2.3 percent of taxable wages. At present, 
if levels of unemployment and the current trend in duration of unemployment 
continue, all will pay 2.7 percent in 1959, and there will be no recognition or 
application of merit rating in our system for any employer, no matter how 
favorable his experience. Thus, to consider any device to extend benefits fur- 
ther at the present time out of the State fund is impossible. Yet the need is 
evident and some way must be found to deal with the problem. 


PENNSYLVANIA’S PROBLEM IN PERSPECTIVE 


By way of putting our problem in perspective, I refer to exhibits I, I, III, 
IV, and V. Exhibit V sets forth the apparent relationship between the status 
of the Pennsylvania and national economies. Clearly, the mature industrial 
situation in Pennsylvania, including certain technologically depressed industries, 
is marked by greater fluctuations than the national economy. In each of the 
preceding recessions, the rate of unemployment increased more and more rapidly 
in Pennsylvania than for the United States. Part of this is due to technological 
obsolescence and the resulting depressed industries, it is true, but it is also 
due to the nature of a basic industry economy which anticipates and emphasizes 
national economic trends (see exhibits III, IV, and C). 

Pennsylvania’s trends in initial claims, continued claims and exhaustions are 
shown in exhibits I and II. It should be pointed out that the extension of 
the duration period for benefits from 26 to a uniform 30 weeks in 1955 lowered 
the rate of exhaustion. However, in reducing the exhaustion rate, the cost rate 
for performing this economic function was somewhat increased. 

Fund experience is set forth in exhibit VI. It will be seen that since 1952 
there has been a steady decline in the fund balance, as benefits were increased. 
Under the terms of the Pennsylvania law, the experience rating system provides 
for four levels of taxation, depending upon the size of the State fund. At the 
present time we are using a tax schedule which provides for an average yield 
of approximately 2.3 percent. The assumption of additional liabilities at the 
present time with a fund balance of $262 million is practically impossible. 

Clearly, thus, the situation in Pennsylvania may be summarized as follows: 

1. There is need for additional benefits for a substantial number of workers 
who have already exhausted their benefit rights in this present national reces- 
sion ; 

2. Financial aid will be necessary to deal with this problem, since the unem- 
ployment compensation trust fund of this State is not now in a position to 
assume any added cost burden. Since it is a national recession, we believe the 
costs should be shared nationally through direct Federal grants. 


THE PRESENT ISSUE 


In the present, as we see it, there are two issues before you. They are: 

1. Provision of immediate aid to those individuals who have and those who 
soon will exhaust their benefit rights under the unemployment-compensation laws 
of the several States; 

2. Improving the coverage and strenthening the benefit system as well as 
increasing the financial validity of the program. 

We hope these issues can be handled together but if this is not possible 
without long delay then we should proceed to deal with the first and immediate 
problem while moving simultaneously to introduce for consideration another bill 
dealing with long-term program improvement. Because I believe that the 
latter may be necessary I am today directing my testimony primarily to the 
first issue, namely, providing immediate short-term assistance to the several 
States to achieve relief for their unemployed who have exhausted their benefit 
rights in this present national recession. This is not to preclude later testi- 
mony on the basic problem of unemployment and our system for dealing with 
it, for we are vitally interested in this as the studies now being conducted in 
Pennsylvania will testify. When these problems are considered, in detail, I hope 
that you will again afford me the opportunity of appearing before you. 


PENNSYLVANIA’S POSITION IN THE PRESENT PROGRAM 


The position of Pennsylvania on the first issue and the legislation before you 
may be summarized as follows: 
We recommend: 
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1. Immediate congressional action to extend unemployment-insurance bene- 
fits under existing State systems to all presently covered workers by increas- 
ing the cash entitlement by 50 percent ; 

2. Such extension should take the form of a time extension, and should be 
made available to all unemployed workers who have exhausted their benefit 
rights in their current benefit years ending since December 1, 1957, such pro- 
gram to continue in effect for the current and next succeeding benefit years 
provided that it shall not continue for those exhausting their benefit rights after 
April 1, 1959; 

8. Provision for such expenditures shauld be made by direct grants from 
general appropriations by Congress; no repayment requirement should be at- 
tached to the present grant; 

4. The administration of the entire program should be supervised by the 
Federal Government under separate agreements with the respective State 
systems, each State to serve as the agent of the Federal Government in the 
implementation of this program ; and 

5. Utilization of the present State laws as the basis for making all payments 
and administering the program in each the jurisdictions involved. 

It is our belief that only a simple program of this sort can result in immediate 
legislation which will alleviate the need of the many unemployed who have 
exhausted their benefits and are without resources at the present time, while 
also providing a stimulant to the national economy. It will do this also without 
unduly straining the financial strength of the existing State systems of unem- 
ployment insurance. We recognize that while this is a stop-gap measure it 
should not preclude consideration of legislation providing improved benefit stand- 
ards and a better financial basis for the unemployr.:cnt-insurance system, in 
general. 

Neither of the bills under consideration here today satisfy all of the criteria 
of the plan we recommend. The bill introduced by the administration will pro- 
vide a 50 percent increase in entitlement, which in Pennsylvania means 15 weeks 
of extended duration. The Mills bill, on the other hand, provides an extension 
of 16 weeks. The latter, although it provides an additional week for Pennsyl- 
vania, is less desirable from my view, because it introduces the principle of 
uniformity as a condition of the grant and, in doing so, poses certain questions 
of principle which can only delay action on this needed program, To meet the 
current need, thus, we recommend the adoption of the 50 percent cash entitle- 
ment. This throws the responsibility for standards on the States and will serve 
to encourage improvement without mandating it. 

The bills may be compared on the question of financing. The administration 
proposal establishes a loan fund, in effect, as the source for both benefits and 
administration costs.’ 

The Mills proposal for extended duration provides for financing it with grants- 
in-aid. We believe that this is a national recession and that as such, it war- 
rants national attention. We have shown that from a funding viewpoint, Penn- 
sylvania and other States cannot afford to meet this present need without finan- 
cial aid. It is our belief that equitable policy would dictate that the expendi- 
ture of money to allay this national emergency should come from national, not 
from State financial resources, current, delayed or transferred, or from employer 
contributions. Therefore, we strongly recommend that the funds to meet the 
costs of this emergency be provided as a grant to achieve the maximum aid in 
a minimum of time. Thus, we support the Mills bill provision on this score. 

Both in terms of policy and administratively, we strongly urge that any provi- 
sion adopted in this situation utilize the present State laws as the bases for 
qualification and benefit right determination insofar as the emergency program 
is concerned. The Mills bill, for example, would require recomputation of all 
benefits for the extended duration period which would mean the necessity for 
getting additional data on each worker and setting up a complete new procedure 
for each case. Further, that bill would eliminate some workers now accorded 
benefits, and would reduce the benefit amount paid to many in Pennsylvania. In 
some cases in Pennsylvania, of course, it would entitle the worker to more and 
this is also true, especially in certain other States. 


1The administration bill suggests an increase in the Federal tax on employers, of four 
or more. In Pennsylvania every entity employing one worker pays taxes. Thus, the 
measure would place additional taxes on only one segment of Pennsylvania employers, 
while giving benefits to all employees of employers of one or more. 
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While the idea of a uniform Federal standard may be sound, it will require 
eareful consideration to minimize the problems associated with its adoption. 
In the present situation the need is now evident, and any delay could only hurt 
many citizens. Thus we recommend adoption of the administration bill provi- 
sion or amendment of the Mills bill to provide for State standard utilization in 
this emergency. 

In that connection, for example, we draw your attention to the average 
weekly wage concept as defined in the Mills bill. Three years ago, Pennsyl- 
vania dealt with the issue of paying workers on a realistic weekly wage compu- 
tation as a means of relieving inequities that result from a rigid mathematical 
formula. Accordingly, we would suggest consideration of the full-time weekly 
wage as a basic alternative to the average weekly wage concept to avoid these 
benefit inequities. Moreover, we would recommend inclusion of the full-time 
weekly wage concept if there is to be a method of benefit recomputation pro- 
vided in this emergency act. 

Finally, at the very least, we should like to point out the administrative cost 
burden which adoption of the Mills bill would entail. The imposition of new 
or revised bases of financial entitlement would require the retracing of wage 
and employment histories of claimants, repetitive procurement of previously 
required reports from employers in many thousands of cases, new or different 
histories in many thousands of other cases. Such searches, reports, computa- 
tions, recomputations, revisions—and all at a time when our administrative 
machinery for unemployment insurance timely claims-taking, processing and 
payment are already heavily burdened—would be most difficult and costly 
both to us and to the employers who would have to supply the facts. Surely 
benefit disbursements would be substantially hampered and delayed. 

You will note that we specifically recommend that the provision for extended 
benefits be made retroactive to apply to all benefit years ending after December 
1, 1957. The administration bill provides for beginning the new extension 30 
days after the bill is adopted. The Mills bill suggests January 1, 1958. For 
the many thousands who have exhausted their benefit entitlements as a result of 
this recession, which began last September in Pennsylvania, and who are still 
unemployed, this is no answer. Many have been accumulating debt, some have 
been taken public assistance subject to repayment, still others have used all 
of their savings and have already lost homes or cars being purchased on time- 
payment plans. This idea of paying benefits beginning a month after the fact 
is unfair and inequitable to all of these. One of its real contributions will be 
to assist those who need it on the basis of the period just past. We recommend 
that the final bill contain a retroactive provision to treat all beneficiaries sub- 
ject to the recession equally. We also recommend that the provision be made 
applicable to all beneficiaries who have exhausted their benefit rights up to 
April 1, 1959. 

In addition, on this same point I should like to comment on the single appli- 
cation of the extension to each beneficiary this limitation is possibly fair, but 
the recession will hurt those unemployed throughout the period and more, 
rather than less, as the time extends. Thus the limitation on amount could 
well be removed. One must consider that this is a relief measure and that the 
need for it will be increasing not lessening with the passage of time, if the reces- 
sion continues. Moreover, this is a stop-gap measure and it would be our hope 
that it would be superseded by a permanent measure accomplishing the end of 
greater coverage and benefit entitlement as well as providing the means of 
financing it soundly, by the time that this emergency measure ends next year. 
On this basis we recommend making the measure retroactive to December 1, 
1957, and making it applicable to all otherwise qualified unemployed who 
exhaust their benefit rights after that date and thereafter up to April 1, 1959. 

Finally, I recommend consideration of adoption of a procedure for fraud 
enforcement which permits integration of the administration of Federal and 
State benefit moneys under one standard procedure. In other words, not only 
should State standards be used to determine qualification and entitlement, but 
the States’ fraud control procedures should also be applied, subject to super- 
vision by the Congress through audit or inspection procedures. This would elimi- 
nate the possibility of a double standard in fraud control activities. For 
example, the Federal basis of fraud control in Pennsylvania as evidenced in the 
present UCV and UCFE programs, has been considerably more lenient than the 
normal State procedure, and we would not wish to relax our administration in 
this area. 
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Both bills contain provisions extending similar benefits to workers covered by 
the Railroad Retirement Act. We endorse the provisions of the administration 
bill for this group, subject to the same comments made for the State systems in 
general, above. We also recommend early consideration of a bill to thoroughly 
revise and improve the benefit provisions of the Railroad Retirement Act as it 
relates to unemployment insurance on a permanent basis. 

In summary, we recommend enactment now of an emergency measure meeting 
the criteria we have outlined. If possible, such measure should consider some 
of the provisions which would improve the unemployment compensation system 
as a whole. If not possible, after the passage of the emergency measure, we 
recommend that immediate consideration be given to another bill which would 
permanently improve the program. 

Such permanent bill must consider the present industrial structure of the 
Nation and provide for it with broader coverage and greater benefits. It must 
also seek ways of equalizing costs while imposing realistic financial standards 
upon the various States. Long-term improvement of the program is vital but 
relief of the present need is also essential. To meet both needs effectively, we 
must be prepared to proceed on the two fronts separately, if necessary. 

Thank you for permitting me this opportunity to speak on these proposals to 
extend much needed aid to the presently unemployed. 

GEORGE M. LEADER, 
Governor of Pennsylwania. 
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Exursir No. IlI.—Total estimated unemployment in Pennsylvania for selected 
periods * 


[In thousands] 


1949 | 1950 | 1953 | 195 55 | 1957 | 1958 


January... @) | 430 | 195 | 
February -- J } (3) 421 | 190 
‘ . } (?) 420 175 
@) | 360 175 | 
(?) 345 170 | 
(2) 360 170 
@) | 360 185 
| (2) 282 170 
September (2) 220 160 | 
October | ) | @& 197 175 
November-...._._.-- Sake peaeteaoad (2) | 195 | 210 
December | (a) | 193 280 








1 Covers report week ended in calendar week ended nearest 22d of specified month. 
2 Information not available. 


Exuisit No. 1V.—Insured unemployment in Pennsylvania for selected periods* 


[In thousands] 





1948 1949 1950 1953 1954 1955 1957 1958 


| 
67.8 ; 210.1 | 107. 208.7 | 227.7 | 178.7 298. 4 
97.9 | ; 185.6 | .4 | 228.2 | 2 216. 173.1 | 2311.9 
72.8 34. 181. 4 | .9 | 240.0] 196. 160, 2 328. 1 
72.6 : 153. 2 | .5 | 249.6] 178. 

63.1 3. 131.7 | ; 256.5 | 149.4 
67.0 : 127. B.5 | 240.2 | 2135. 

67.3 B0.5 | 110.7 | -1 | 242.3} 149. 

60.0 . 78. .8| 221.6) 121.7 
52.0 3.8 61.3 5.1} 202.8} 104. 

57.0 | ; 68. 4 91.2] 190.6 99. 

66.7 | 203. 57.9 7.6} 198.7] 103. 











4 
73.8 . 73.0 .9 2 189.3 126. 
| 


1 Covers report week ended in calendar week ended nearest 22d of specified month. 
2 Adjusted, rescheduling. 
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EXHIBIT NO. V 


PENNSYLVANIA AND NATIONAL RATES OF TOTAL UNEMPLOYMENT 
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Mr. Barr. I would like to introduce our director of the bureau of 
employment security, Dr. John Adams, on my left. 

Governor Leader is exceedingly sorry that a previous commitment 
kept him from appearing before this committee in support of the ex- 
tension of unemployment insurance benefits, and he asked me to pre- 
sent this statement in his behalf. 

First of all, sir, we would like to congratulate the committee and 
the administration for coming up with proposals to meet this problem 
which is becoming a very vital one in our State of Pennsylvania. 

In just a moment I will show you the situation as it is developing 
in terms of increasing exhaustions of unemployment insurance bene- 
fits. 

I am pleased to have this opportunity to present to you my com- 
ments upon the proposals to extend the duration period over which 
benefits due to otherwise qualified persons who have exhausted their 
entitlement to unemployment insurance benefits may be paid. This 
is a much needed program, both from the standpoints of the individ- 
ual and the economy. 

In the present situation, in the first 3 months of 1958 to date, we 
have paid out about $100 million in unemployment insurance bene- 
fits to unemployed Pennsylvanians. In this same period over 30,000 
Pennsylvanians have received their last benefit payments. 

Moreover, if the level of unemployment continues, it is estimated 
that 12,000 and 16,000 additional persons, respectively, in April and 
May, will be added to this total. This will bring us up to about 58,000 
exhaustions by June 1 and again with this condition if present unem- 
ployment levels continue we estimate between 150,000 and 200,000 ex- 
haustions, Mr. Chairman, in 1958. 

Thus the need for action in this area is both immediate and great. 
It is also evident that provision of this extended benefit results in 
higher costs. 

Tn Pennsylvania, for example, our fund balance is already low. 
Our balance on December 31, 1957, was $345 million. $350 million, 
Mr. Chairman, is the cutoff point where the taxes go into a higher 
schedule. 

Today our balance is about $262 million. Pennsylvania employers 
are paying taxes at a current average rate of 2.3 percent of taxable 
wages. At present, if levels of unemployment and the current trend 
in duration of unemployment continue, all will pay 2.7 percent in 
1959, and there will be no recognition or application of merit rating 
in our system for any employer, no matter how favorable his ex- 
perience. Thus, to consider any device to extend benefits further at 
the present time out of the State fund is impossible. 

By way of putting our problem in perspective, I have provided you, 
sir, with exhibits I, II, III, 1V,and V. They show that the mature 
industrial situation in Pennsylvania, including certain technologically 
depressed industries, is marked by greater fluctuations than the na- 
tional economy. Part of this is due to technological obsolescence and 
the resulting depressed industries, it is true, but it is also due to the 
nature of a basic industry economy which anticipates and emphasizes 
national economic trends. 
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Clearly, thus, the situation in Pennsylvania may be summarized as 
follows: 

1. There is a need for additional benefits for a substantial number of 
workers who have already exhausted their benefit rights in this present 
national recession. 

2. Financial aid will be necessary to deal with this problem, since 
the unemployment compensation trust fund of this State is not now 
in a position to assume any added cost burden. Since it is a national 
recession, we believe that the costs should be shared nationally through 
direct Federal grants. 

As we see it, there are two issues before you. They are, first of all: 

1. Provision of immediate aid to those individuals who have and 
those who soon will, exhaust their benefit rights under the unemploy- 
ment compensation laws of the several States ; 

2. Improving the coverage and strengthening the benefit system as 
well as increasing the financial validity of the program. 

We hope that these issues can be handled together but if this is not 
possible without long delay then it seems to us that we should proceed 
to deal with the first and immediate problem while moving simultan- 
eously to introduce for consideration another bill dealing with long- 
term program improvement. 

The position of Pennsylvania on the first issue and the legislation 
before you may be summarized as follows: 

We recommend : 

1. Immediate congressional action to extend unemployment insur- 
ance benefits under existing State systems to all presently covered 
workers by increasing the cash entitlement by 50 percent; 

2. Such extension should take the form of a time extension, and 
should be made available to all unemployed workers who have ex- 
hausted their benefit rights in their current benefit years ending since 
December 1, 1957, such program to continue in effect for the current 
and next succeeding benefit years provided that it shall not continue 
for benefit year periods extending past April 1, 1959. 

I might say, Mir. Chairman, that as between the 2 proposals the 16 
weeks and the 50 percent in our State it only makes a difference of 1 
week ; 

3. Provision for such expenditures should be made by direct grants 
from general appropriations by Congress; no repayment requirement 
should be attached to the present grant. I pointed out the reason 
before ; 

4. The administration of the entire program should be supervised 
by the Federal Government under separate agreements with the re- 
spective State systems, each State to serve as the agent of the Federal 

yovernment in the implementation of this program, such as we do now 
for Federal employees; and, 

5. Utilization of the present State laws as the basis for making all 
payments and administering the program in each of the jurisdictions 
involved. 

None of tlie bills under consideration here today satisfy all of the 
criteria of the plan we recommend. 

The bill introduced by the administration will provide a 50-percent 
increase in entitlement, which in Pennsylvania means 15 weeks of 
extended duration. The Mills bill, on the other hand, provides an 
extension of 16 weeks. 
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As was pointed out in testimony this morning, Pennsylvania has 
the longest duration. That might be changed now. New York State 
signed a new bill last week but until last week it had the longest dura- 
tion of any State in the Nation, 30 weeks. 

To meet the current need, we recommend the adoption of 50-percent 
eash entitlement which would throw the responsibility for standards 
on the States and should serve to encourage improvement without 
mandating it. 

The administration proposal establishes a loan fund, in effect, as the 
source for both benefits and administration costs while the Mills pro- 

osal for extended duration provides for financing it with grants-in- 
aid. We feel that this is a national recession and that as such, it 
yarrants national attention. 

Therefore, we strongly recommend that the funds to meet the costs 
of this emergency be provided as a grant to achieve the maximum aid 
in a minimum of time. Thus, we support the Mills bill provision on 
this score. 

Both in terms of policy and administratively, we strongly urge that 
any provision adopted in this situation utilize the present State laws 
as the bases for qualification and benefit right determination insofar as 
the emergency program is concerned. The Mills bill, for example, 
would require recomputation of all benefits for the extended duration 
period, at least in our State, which would mean the necessity for 
getting additional data on eac h worker and setting up a complete new 
procedure for each case. 

Further, that bill would eliminate some workers now accorded 
benefits, and would reduce the benefit amount paid to some workers 
in Pennsylvania. In some cases in Pennsylvania, of course, it would 
entitle the worker to more and this is also true, especially in certain 
other States. This is a matter of great concern to us, Mr, Chairman. 

While the idea of a uniform Federal standard may be sound, and 
I might say we adopt the extension of Federal standards in many 
areas, it will require consideration to minimize the problems associated 
with its adoption. In the present situation the need is now evident, 
and any delay would only hurt many of our citizens who have ex- 
hausted their benefits. Thus we recommend adoption of the admin- 
istration bill provision or amendment of the Mills bill to provide for 
State standard utilization in this emergency. 

Finally, at the very least, we should like to point out the administra- 
tive cost burden which adoption of the Mills bill would entail. The 
imposition of new or revised bases of financial entitlement would 
require the retracing of wage and employment histories of claimants, 
repetitive proc urement of previously required reports from employers 
in many thousands of cases, new or different histories in many thou- 

sands of other cases. Surely it seems to us that benefit disbursements 
would be substantially hampered and delayed by those requirements, 
although, sir, 1 want you to know that we appreciate in principle the 
adoption of an application of higher standards to amounts as well 
as to duration. 

You will note that we specifically recommend that the provision for 
extended benefits be made retroactive to apply to all benefit years 
ending after December 1, 1957. The administration bill provides for 
beginning the new extension 30 days after the bill is adopted. The 
Mills bill suggests a date following adoption or some time after 
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January 1, 1958. For the many thousands who have exhausted their 
benefit entitlements as a result of this recession, which began about 
Labor Day as nearly as we can pinpoint it in Pennsylvania, and who 
are still unemployed, this is no answer. 

We recommend that the final bill contain a retroactive provision to 
treat all beneficiaries subject to the recession equally. We also recom- 
mend that the provision be made applicable to all beneficiaries who 
have exhausted their benefit rights up to April 1, 1959. 

In addition, I should like to comment on the single application of 
the extension to each beneficiary. This limitation is possibly fair, 
but the recession will hurt those unemployed throughout the period 
and more, rather than less, as the time extends. Thus the limitation 
on amount could well be removed. One must consider that this is a 
relief measure and that the need for it will be increasing not lessening 
with the passage of time, if the recession continues. On this basis 
we recommend making the measure retroactive to December 1, 1957, 
and making it applicable to all current benefit years ending after that 
date and thereafter through April 1, 1959. 

Finally, I recommend consideration of adoption of a procedure for 
fraud enforcement which permits integration of the administration 
of Federal and State benefit moneys under one standard procedure. 

We are very proud of our fraud- enforcement procedures and think 
the standards are higher than the Federal standards and would like 
to see them not endangered by any effort at improving the system. 

Both bills contain provisions extending similar benefits to ‘workers 
covered by the Railroad Retirement Act. We endorse the provisions 
of the administration bill for this group, subject to the same comments 
made for the State systems in general, above. 

We also recommend early consideration of a bill to thoroughly re- 
vise and improve the benefit provisions of the Railroad Retirement 
Act as it relates to unemployment insurance on a permanent basis. 

In summary, we recommend enactment now of an emergency meas- 
ure meeting the criteria we have outlined. If possible, such measure 
should consider some of the provisions which would improve the 
unemployment compensation system asa whole. If not possible, after 
the passage of the emergency measure, we recommend that immediate 
consideration be given to another bill which would permanently im- 
prove the program. 

Long-term improvement of the program is vital but relief of the 
present need, it seems to us, is also essential. To meet both needs 
effectively, we must proceed on the two fronts separately, if necessary. 

Thank you very much, sir. 

The Cuarrman. Thank you, Mr. Batt, for giving us the benefit of 
vour suggestions. 

Are there any questions? 

Mr. Batt, T just had one question. 

The formula in the bill I introduced is 50 percent of the wage 
yrovided it is not more than two-thirds of the average wage. What 
is there about your State law that would result in the benefit you pay 
out of your State law being less under this formula? 

I have been told that the formula included in our bill would result 
in a higher payment in all States, and I thought with respect to all 
individuals receiving benefits in all States. 





FEDERAL UNEMPLOYMENT COMPENSATION BENEFITS 297 


Mr. Barr. No, sir. I am glad you asked me that question. I am 
going to ask Dr. Adams, who administers our bureau of employment 
security, to answer that for us. 

The CuarrMan. It would mean this, would it not, Dr. Adams: That 
in some instances you do have people in your State who draw benefits 
greater than two-thirds of the average wage paid in your State? 

Dr. Apams. That is correct. 

Mr. Barr. We have, sir, some folks on the low end of the scale who 
are drawing $10 a week and that in some cases is very close to 90 percent 
of their weekly wages. If they were cut to 50 percent this would be a 
very substantial cut. 

The Coarrman. You are affected at both ends. 

Dr. Apams. This whole schedule would work against many of our 
workers. 

The Cuarrman. That is a very interesting point to me because I had 
been informed just the reverse. 

Are there any further questions ? 

Thank you again, cain for coming to the committee. 


Mr. Barr. Thank you very much, sir. 
The CuarrMan. Our next witness is Mr. Frank Cliffe. 
Would you please identify yourself for this record by giving your 


STATEMENT OF FRANK B. CLIFFE, VICE PRESIDENT AND CHIEF 
FINANCIAL OFFICER, H. J. HEINZ CO., PITTSBURGH, PA. 


Mr. Curre. Mr. Chairman and members of the committee, my name 
is Frank B. Cliffe, vice president of H. J. Heinz Co., Pittsburgh, Pa. 

Today I am appearing for the United States Chamber of Com- 
merce. I have served on various committees of that organization for 
a good many years. 

I have a formal statement which I would like to have entered in 
the record. 

The CuarrmMan. Without objection, the statement and appendixes 
will be included in the record. 

(The documents referred to follow :) 


STATEMENT OF FRANK B. CLIFFE FOR THE CHAMBER OF COMMERCE OF THE UNITED 
STratTes, Aprit 1, 1958 


My name is Frank B. Cliffe. I am vice president and chief financial officer 
of H. J. Heinz Co., Pittsburgh, and a member of the committee on economic se- 
curity of the Chamber of Commerce of the United States. 

I appear today on behalf of the national chamber to discuss the principles 
embodied in bills before you involving Federal intervention in State unem- 
ployment-compensation programs. 

All of these proposals (H. R. 11326, 11327, 11674, 11679, and 11706) are in- 
tended to be temporary in character, and relate only to those unemployed who, 
covered by one or another of the unemployment-compensation programs, have 
exhausted or may, in the ensuing months, exhaust their benefits. None of these 
emergency proposals is concerned with those who have become or may become 
unemployed but are not eligible for unemployment benefits. 

Some of these proposals provide for the payment of additional weekly bene- 
fits to these exhaustees for a period equal to 50 percent of the duration of State 
unemployment compensation benefits, while others provide a uniform maximum 
duration of 16 weeks. Some of these proposals also would provide for benefits 
larger than those the exhaustees had received under the State programs. 

There are two methods proposed for financing these expenditures for Federal 
relief. One is by outright grants-in-aid from the general funds of the Treasury. 
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The other method is a loan from the Treasury, which is to be repaid subsequently 
by larger Federal unemployment compensation taxes on all employers in all 
States. 

Every one of these proposals involves a temporary intervention by the Federal 
Government in State unemployment-compensation programs. Perhaps they 
will not be temporary. However, if we grant for the moment the assurance that, 
if passed, any one of these proposals would be temporary, it would nevertheless 
serve notice to the States that the National Government will readily come to their 
rescue, and they need not improve their laws. For example, the Connecticut 
Legislature has been considering the extension of benefit duration, but, we 
understand, recessed until it learned what action Congress would take. It is 
reported the Michigan Legislature has been considering extension of duration, 
with the possibility that the amendment would contain a clause making ex- 
tension of duration inoperative if the Federal Government should act in this 
field. It has also been reported that the Mississippi and Massachusetts legis- 
latures are considering the extension of duration. 

For this reason, the special characteristics of the existing unemployment-com- 
pensation programs should be kept in mind. Ever since Congress passed the 
basic law on unemployment compensation, these State programs have been 
designed to deal only with short-term unemployment, where the individual loses 
his job through no fault of his own. These programs are not designed to deal 
with continuing, or cyclical, unemployment. Weekly benefits (as well as ad- 
ministrative costs) are financed wholly by taxes on employers in all States with 
the exception of two, where employees pay a part of the tax costs. 

As a positive constructive encouragement to employers to regularize their 
employment, all States have adopted at one time or another a special feature 
known as experience rating. As you know, experience rating is a provision in 
State unemployment compensation laws which allows reduced unemployment 
compensation tax rates to employers on the basis of the stability of their em- 
ployment records in prior years. Thus, the individual employer has a direct 
incentive to provide steady employment and actively to promote and encourage 
sound operation of the law to prevent abuses. 

Moreover, Congress has always deemed it advisable to place control, opera- 
tion, and administration with State governments as a State responsibility. In 
this manner each State has been able to adjust its own program in the light 
of its changing economic conditions. And, based on past experience, each could 
experiment with various kinds of improvements consistent with financial sound- 
ness of its program. Over the years all States have progressively improved not 
only the amounts of benefits, but also benefit duration. Initially, the duration 
of benefits ranged from 10 to 20 weeks. Twenty-six States had a maximum 
duration of 16 weeks. Today 29 States have a maximum duration of benefits 
of a half year or more. 

These various proposals for extending the duration of benefits and for provid- 
ing larger benefits to those who have exhausted thier benefit rights provide what 
is essentially relief without a needs test. Mixing relief with a system paying 
benefits as a matter of right is a dangerous step. If the British experience in 
the 1920’s is a guide, the burden of costs would eventuate in establishing a needs 
test for those receiving extended unemployment compensation benefits. As a 
result, a basic concept of our unemployment compensation programs—benefits 
without a needs test—might be seriously jeopardized with needless humiliation 
of workers losing jobs through no fault of their own. In this connection, we 
should bear in mind that while some 3 millions covered by unemployment com- 
pensation are out of jobs, there are some 38 millions covered who also look to 
unemployment compensation for weekly benefits—without a needs test—shounld 
any of them be laid off. Their stake in sound unemployment compensation pro- 
grams is also great. 

Federal intervention, even though intended to be temporary, would inevitably 
give rise to strong pressures for Congress, or State governments, to continue such 
provision. This, we believe, could easily impair the actuarial, financial sound- 
ness of the programs in the various States. These proposals would set a prece- 
dent for Federal intervention with respect to other unemployment compensation 
standards, and would jeopardize experience rating. We believe that this feature 
has done much to encourage regularization of employment during the past 15 
years or so. 

Unemployment for any individual is tragic, and the national chamber is sin- 
cerely concerned with the current rise in the number who have lost their jobs 
through no fault of their own. These proposals for providing additional weekly 
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payments to those who have exhausted their unemployment compensation benefit 
rights are discriminatory. They provide for the payment of additional weekly 
benefits only to those who (1) had drawn benefits under one or another unem- 
ployment benefit program, and (2) had exhausted their benefit rights after some 
specified date. At the present time there are roughly 1% million other workers 
who have lost their jobs through no fault of their own and were not eligible 
for any unemployment benefits. Their plight is no different from that of an 
exhaustee—except that these 1144 millions have received no benefits as a partial 
replacement of their wage loss. Presumably reliance will continue to be placed 
on general assistance programs for these unemployed who may be in need. 

Apparently some believe the current rise of insured unemployment is uniform 
throughout the country and is the most severe since the last World War. Actu- 
ally, 60 percent of this increase since last August is concentrated in 9 industrial 
States. Nevertheless, each of these proposals would apply to all 48 States. 

The number exhausting their benefit rights during this period of readjustment 
has not yet become large—at least as measured by our experience in 1949-50. 
The exhaustions during the most recent 3-month period (December 1957—Febru- 
ary 1958) are less than the totals during each of the 5 consecutive quarters in 
1949—50—despite the fact that the proportion of the labor force covered by tnem- 
ployment compensation programs is subtsantially larger today than 9 years ago. 
The data below showing the number of unemployment compensation exhaustions 
for the 8 quarters of 1949-50 may be compared with the 3 months (December 
1957—February 1958) exhaustions of 400,000. These figures, in thousands of 
persons, are as follows: 


| | December 
1949 1950 1957-Febru- 
ary 1958 





Ist quarter — Sebdonibainy nate aelpel dawg achbiih 
2d quarter - - eer CREO, wit 435 


| ee a 
3d quarter. Sieahinaed aii 530 338 nt 
4th quarter... bite Jee wedlt pebacdytand 587 251 at 





At 4 different times in the past 16 years, congressional committees have given 
‘areful study to proposals quite similar to those now before this committee. 
Each time, they rejected Federal intervention in State UC programs. The na- 
tional chamber has always supported this conclusion that UOC programs should 
remain a State responsibility. Since your committee is again considering pro- 
posals for Federal intervention, it is of interest to note that most of the 48 
States’ reserve accounts are in good financial condition. The attached table 
shows the reserve accounts for all States at the end of February 1958, the excess 
of benefit payments over tax collections for the 3 preceding months, and the 
years and weeks each of these States could continue that rate of disbursements. 

The data show that 47 States could sustain such net disbursements for a year 
or more before their reserve accounts would become exhausted. Forty-four 
could finance such a drain on their reserve accounts for 2 years or more. Twenty- 
three States could continue this rate of net disbursements for 4 years or more, 
and 1—Louisiana—could continue for more than 38 years. We believe that, 
if in the judgment of the legislators in any State, unfolding conditions were to 
justify an extension of benefit duration, most of these States’ reserve accounts 
ure now adequate to finance larger net outgo without any Federal intervention. 

Most States also have unused tax resources to finance serious drains on their 
UC funds. All States can, of course, increase their UC tax rates to provide 
additional funds. Bearing in mind that 2.7 percent is the maximum State tax 
which can be credited as an offset to the 3 percent Federal UC tax, it is impor- 
tant to note that in 1957 only 5 States had an average UC tax rate as high as 
from 2 to 2.7 percent. There were 34 States with an average rate ranging from 
1 to 1.9 percent, and 9 with a rate ranging from zero to nine-tenths of 1 percent. 
Of the 9 mose industrialized States accounting for 60 percent of the rise in UC 
benefit claims, 8 had average UC tax rates of less than 2 percent in 1957—the 
ninth had an average of 2 percent. 

We believe that most State legislatures in the last two decades have done a 
very good job in adjusting their State programs to fit changing conditions, while 
maintaining the actuarial soundness of their plans. Moreover, we believe that 
reliance should be placed on these legislatures to follow closely emerging de- 
velopments in the unemployment area. If changing conditions justify further 
24042—58——_20 
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changes in UC, these can be made in special sessions of the State legislatures. 
In fact, three States have recently been in special session for this very purpose, 
Should the Federal Government now usurp this State responsibility—even on a 
temporary basis—no State legislature could be expected to fulfill its responsibility 
during another period of readjustment. 

All of these proposals would establish a new program of Federal relief with- 
out a needs test—Federal supplemental of a so-called social insurance pro- 
gram. If any one of these were enacted, would not a precedent with far-reach- 
ing repercussions be establishsed? Could the Federal Government then retain 
a needs test in the four grant-in-aid public assistance programs? Would not 
any of these proposals be a precedent for Federal supplementation of other 
social insurance programs—social security and railroad retirement? 

We again emphasize that State unemployment compensation programs have 
always been designed to deal with short-run unemployment. At the present 
time, 29 States provide UC benefits for as long as half a year or more. For those 
unemployed in need who have either exhausted their benefit rights or were not 
entitled to benefits at all, reliance has been placed on general assistance. This 
has been consistent with general government policy, and we believe that this is 
a sound approach in the present situation—as it was in 1949-50. 

We believe it would be salutary if Congress would notify State legislatures 
that it is their responsibility to watch developments closely in business and 
employment and consider making changes to ameliorate prevailing conditions, 
but without jeopardizing the basic principles of unemployment compensation, 
or the financial soundness of their programs. The national chamber has for 
many years advocated that “The States should periodically review and, if 
appropriate, revise their benefit schedules to recognize changed conditions and 
to assure that the amounts provided are such as to attain the sound objectives 
of the program.” 

The Congress is taking several steps to stimulate recovery and expanding 
employment. The highway program is in process of being speeded up. The 
same is true of the existing public construction and military procurement 
programs. Congress has already passed a bill to stimulate housing construction. 

Congress should also initiate tax reforms which we believe would provide the 
basis for a sound recovery in business and employment. The national chamber 
testified before your committee on January 13, at which time specific tax re- 
forms were presented for your consideration. Moreover we have consistently sup- 
ported flexible monetary and credit policy as a first line of defense against a 
decline in business activity and employment. 

It is our hope that your committee will reject the unemployment compensa- 
tion proposals before you, leaving questions of increasing and extending benefits 
to the States, to the end that their programs will continue to serve, not only 
those currently unemployed but the far greater number who look to the system 
for future protection. We repeat our request that your committee turn its 
attention to tax reform of a kind that will simultaneously stimulate risk taking 
and consumer expenditures. 
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Length of time selected States could continued unemployment compensation 
benefit payments before exhausting their reserve accounts * 





Excess of 

benefit costs | Length of time 
Reserve ac- over tax benefits could 
counts as of | collections | be paid from 
Feb. 28, 1958 | for 3 months | Feb. 28, 1958 
(in millions) ending reserve 

Feb, 28, 1958 account ? 

(in millions) 
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! Data are from Bureau of Employment Security, U. S .Department of Labor. 
? At rate for 3 months ending Feb. 28, assuming tax collections and benefit payments of that period. 


Mr. Cure. I think it might be a relief to your committee for me 
not to read the statement, but rather to discuss the various topics. 
Perhaps that will make it easier for questions to be raised as we go 
along. 

Mr. Mason. Very much so. 

Mr. Kerocu. Mr. Chairman, only on condition that the oral sum- 
mary does not take any longer than reading the statement would. 

Mr. Cuirre. That I shall endeavor to control, sir. 

It was just about 23 years ago that I was first invited to meet with 
a committee of Congress that was then considering bills that finally 
became the Social Security Act of 1935. 
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In the months and years that have followed, I have had the honor 
of meeting with State legislatures in a number of States at their 
request to discuss the problems of organizing their own legislation, 
both initially and in subsequent years for revisions. 

I want to point out that the original Social Security Act had two 
very broad and very different provisions. There were other provisions 
of importance, but not of importance to this discussion. 

Congress decided that the old-age benefits, which were based upon 
a cumulative wage record throughout employment, should be handled 
by the Federal Government. 

Normally, a person retires only once and he keeps on drawing his 
retirement benefits until he has no longer any need for cash. That 
was a Federal program. The Congress decided that the other major 
part, the unemployment part of the program, should be a State pro- 
gram. In part that was because unemployment is something that 
may happen several times in the course of a man’s working lifetime. 
He becomes unemployed. He becomes reemployed. Perhaps a year 
or several years later he again becomes unemployed ; so that this con- 
stantly changing pattern of employment and unemployment was con- 
sidered to be a matter that was best handled by the States. The 
administration of the program would be closest to home; closest to 
knowing the particular industrial conditions that existed in a partic- 
ular part of the country. 

That decision to have the State carry the unemployment part of the 
program was by no means a unanimous decision of the Congress. 

There were those inside and outside Congress who endeavored to 
have both programs under Federal operation. Those who then fa- 
vored having the unemployment under Federal operation lost the 
battle at that stage. However, they were not downhearted. Every 
time since that time that there has been any important change in our 
economy, these individuals have argued for increased Federal domina- 
tion or complete control of the entire program. Many of you will 
remember that with the outbreak of war the shortage of employees 
was used as an excuse that the Federal Government must now operate 
the system. 

As the end of the war approached, and there was a possibility of 
conversion unemployment, again the argument was—now the Federal 
Government must take over. So it has been through these 23 years. 
Every time the business cycle or employment conditions change either 
up or down, the cry is raised, now the Federal Government must take 
over. 

This is nothing new to have a group of bills sponsored and urged by 
good citizens whose point of view is Federal operation of the program. 

I want to address myself to the stated purpose of this committee 
hearing and not wander all over the field. I think that it is wise to 
point out that, while all of the bills that I have seen in relation to this 
hearing are temporary bills and state that this is an emergency situa- 
tion. I believe that I am not unduly cynical if I point out that it is 
very hard to terminate an emergency operation. It has been the ex- 
perience of government that laws that are enacted to meet an emer- 
gency situation stay on the books long after the situation has changed. 
It is true of taxes. It is true of many regulations. So I suspect that, 
if any of these bills should be adopted in their present form or in an 
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amended form, they would merely be the forerunners of further legis- 
lation. This new legislation would be designed to keep the Federal 
Government very much in the forefront of the operation of the employ- 
ment and unemployment systems. 

I would like to point out that there are two basic provisions for 
meeting the costs of these benefits. I am not going to go very far into 
the details of the individual bills. One system says this is a national 
program. Therefore, it ought to be met out of the Federal Treasury 
which, of course, means that more taxes must be raised by the Federal] 
Government at some point. 

The immediate effect, of course, is to increase the Federal deficit, or 
to make it more difficult for the Federal Government to balance the 
budget. 

The long-range operation necessarily is higher taxes levied by the 
Federal Government under that approach. 

The other basic approach is to say that the Federal Government will 
use some of its credit, will pass out some money to the unemployed 
within the States, and in the course of the next several years by one 
device or another will get the money back from the States that 
received it. 

That isa loan operation. It is quite similar in the repayment aspect 
to the provision already on the books included in the 1954 amendments 
which provided that States might borrow if their total fund showed 
symptoms of getting too low. 

I think we ought to bear in mind, as was pointed out by previous 
speakers, that all of the discussions of the advocates of the social-se- 
curity bill before its enactment talked about unemployment compen- 
sation as being a first line of defense; a first cushion, if you please, to 
tide an individual over a relatively short period of time. Now, what 
is relatively short? There is no definition of “short.” There is no 
definition of how much is an adequate weekly amount. 

I would like just to point out that States on their own initiative 
have raised the weekly benefit amounts. They have raised the dura- 
tion. Probably in every State the laws now on the books concerning 
the weekly benefit amount, duration, and the maximum amount an 
employee may receive in a year, are substantially in excess of the so- 
called model bills that the Social Security Board passed out to these 
several States as suggestions in 1936-37. 

Take the State of Pennsylvania. When the act was originally 
assed the maximum that an employee might get in 1 year was 
5195—$15 a week for 13 weeks. Now the maximum that an em- 

ployee may t under the Pennsylvania act is $1,050; more than 5 
times as much. This increase in benefit payments is larger than the 
increase in the cost of living over that period of time. 

Those acts and similar acts in other States have been accomplished 
by the State legislatures without Federal compulsion. 

Similarly, the original Social Security Act said employers of eight 
or more must pay the Federal tax. Many States adopted lower 
standards than that originally. They covered the smaller employers, 
and now half of the States in round figures cover employers of less 
than four. They cover the smaller employers that are not under the 
Federal act. Therefore it was not “judicious” for a previous speaker 
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to say that the States never take any major action without Federal 
compulsion. History shows quite the contrary. : 

I might say, just to raise the issue, that I have been working over 
the years with various State legislatures where we had employees. 
My attitude has been to keep the laws adequate; to keep them in pace 
with the growing concepts as to what ought to be done. 

Now, Tiont not always agreed with what some other people have 
thought was adequate. When you are spending other people’s money 
it is very difficult to say where the line should be drawn. What is 
adequate? What should be done? Despite this, I have expressed 
my honest opinion to legislatures in many of the States. 

Substantially all of the bills that are before the committee now are. 
in effect proposals for the payment of relief. Payments that are not 
related to any standards established by the States, and to make those 
payments without a means test. Well, it is very clear that it is only a 
thin and narrow step from there to making this a Federal grant with- 
out a means test. If that is done for this emergency, even though it 
is 9 or 12 months duration by its specified terms, it certainly is going 
to be a very embarrassing precedent for the Congress when somebody 
raises the issue, “Why do you make payments to assist State programs 
for the other persons who are without income, the blind, the aged, 
needy, et cetera?” You are going to find yourself in a very difficult 
position to maintain any type of consistency. That is our problem, 
of course. 

It is obvious that Federal intervention in any form at this time is 
going to be simply a pattern of the Federal Government stepping in 
to assist the States whether they need it or not. 

The statement was made this morning that in Colorado last year 
95 percent of the employers had a zero tax rate. Well, the statement 
was probably accurate but it was very incomplete and misleading. 

The reason that this happened in Colorado was that over the past 
years the employers had paid in much more than was needed for bene- 
fits. Consequently Colorado’s reserve fund had been built up to the 
point where interest alone is equal to a substantial annual contribution. 

The only employers that had a zero rate were the ones that had a 
good tax record over the years. In other words, they had already 
paid substantially more than their employees had withdrawn in bene- 
fits over the years. 

Obviously anything in the way of Federal intervention must be 
looked at with extreme care. The situation is complicated. Each 
State has spent many hours in its legislative halls determining what 
it should do to fit the problem to the employment in that State— 
whether it is a highly industrialized State, whether there is a strong 
seasonal employment, whether it is largely an agricultural State. 
All of these problems have been considered at great length, and it is 
obvious that the provisions for payments that are in the State laws 
have come as a result of repeated consideration by the State legisla- 
tures. A balancing of the pros and cons that are advanced by those 
who want to spend more money against those who feel that there are 
dangers in going beyond a certain point. 

One of the men who spoke earlier this afternoon pointed out the 
importance of making your benefit payment comparison on an after- 
tax basis or a take-home basis. That is very important. Benefits, as 
you know, are not subject to Federal income tax. Therefore a dollar 
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received that way is worth considerably more than a dollar of gross 
pay from which the Federal Government takes its share of Federal 
income taxes. 

The number who have exhausted their benefit rights has been men- 
tioned quite a few times in the course of the day. That is not a new 
phenomenon. It is happening all the time. It has been happening 
ever since 1938 when benefits first became payable. 

It is important if you are going to pay any attention at all to those 
figures to bane what they contain. 

Let us talk about a few of the folks that exhaust their benefit 
rights, 

In most States when an employee reaches age 65 and retires and 
starts to draw down his Federal old age benefits, under the Federal 
program he goes around to the State unemployment office and claims 
unemployment benefits, and gets them. 

Now, obviously, persons ‘who are in that category are going to 
exhaust their rights. They are just going to keep on drawing their 
check as long as they are eligible. That is inevitable. 

The second part of the group includes girls who have been workin 
and gotten married; and then either before or after marriage decide 
to quit working. They are going to be available to draw down their 
benefits until they have exhausted whatever the State permits. Sub- 
stantial numbers of them are in the quarterly figures since the law 
started. 

There are the persons who deliberately take seasonal work because it 
fits their personal pattern of life. 

In my own industry there are women who come in to the factories 
for a short seasonal period. They work pretty intensively under fac- 
tory conditions for about 2 months when fresh fruits and vegetables are 
coming in, and they do not expect to work the rest of the year. Durin 
those 2 months their housework is neglected and possibly their chil- 
dren are neglected. They expect to be at home the other 10 months 
of the year. They work a short period of time and in many States 
they are eligible for benefits of 4 or 5 weeks. Of course, in 10 months 
aoe have plenty of opportunity to exhaust all of those rights so that 
they are in the list of those who exhaust rights. 

Some States will similarly make payments to the youngsters that 
work during their school vacations. They work long enough to estab- 
lish a right to a limited amount of benefits. At the end of the summer 
they go back to school; and in many States they claim unemployment 
benefits until they have exhausted the 4, 5, 6, or 8 weeks, or whatever 
their State law permits them to draw. 

So that, this matter of exhaustion is not something that means the 
* oowwe itself is defective. The figures that you have seen included 
thousands of people « about whom you and I would say it is really ques- 
tionable whether they should have gotten any benefits. They did get 
some benefits. Now the proposals are to extend their benefits for 13 or 
15 weeks or 35 percent of what they have drawn. It is rather a ridic- 
ulous situation. 

You have had some figures on the number that have recently ex- 
hausted their benefit rights. These current exhaustions are not nearly 
as large as the number exhausting in 1949 and 1950. I will not repeat 
those figures. They are in the text here. 
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At several times in the last 23 years the Congress has investigated 
proposals for Federal intervention of establishing funds of one sort 
or another. Every time that that has been proposed the major deci- 
sion has been made, “This is a State program. It is working well. It 
is doing the job.” 

Nobody has ever claimed that it is perfect. If it were perfect there 
would be no reason for the amendments that States have passed in one 
meeting of the legislature after another. 

Experience indicates need for changes—some to correct abuses that 
have been shown up in administration, some to correct weaknesses in 
the original legislation, and some to liberalize. A1l those things occur 
in the natural course of legislative history; and which we expect will 
continue in future years. 

It has been pointed out that the States in the aggregate have some- 
thing in excess of $8 billion in their reserve funds. They can pay 
benefits out of those funds for varying lengths of time. Some of them 
for only a few months without getting into difficulty; but those I al- 
ready mentioned had the opportunity to borrow from the Federal 
Government under the 1954 amendment. Others had money enough 
to pay out benefits at their current rate of withdrawals for many 
years. 

There is no sense in saying that those States need Federal assistance 
under these times and that they must have money thrust upon them. 

I do not believe that the Federal Government has any surplus of 
cash for use in ways that are not directly needed, or productive. 

Most of the States have a substantial opportunity to increase their 
revenue over and above the revenue of recent months. State laws 
commonly have sliding tax scale provisions that when their fund gets 
down to a certain point their experience rating provisions are less 
favorable. And employers have to pay in larger current taxes. Con- 
sequently, the fund is replenished more rapidly than it has been in the 

ast. 
E Mr. Batt referred to a provision in Pennsylvania law. We know 
that next year our tax rate is going up, not because of our own ex- 
rience, but because the fund as a whole has gotten down below what 
is sometimes termed a peril point. Let us just take a look at the 
figures. 

Last year, 1957, there were only five States that were collecting taxes 
at a rate of 2 or more percent. This can be compared with the 2.7 
normal that they have, unless they have a favorable situation in their 
funds. There were 34 States that had an average rate between 1 and 
2 percent and there were 9 States that were under nine-tenths of 1 
percent. The State laws are flexible enough so that tax rates can be 
raised to augment their rate of income. It does not require any Fed- 
eral legislation. These provisions, for the most part, were in the State 
laws in 1938. Some of them came in in subsequent amendments. Most 
States can do the job for themselves. 

I would like to raise these questions specifically. 

All of these proposals that have been before your committee would 
establish a new program of Federal relief without a “needs” test— 
Federal supplementation of a so-called social insurance program. 

If any one of these were enacted, would not a precedent with far- 
reaching repercussions be established? Could the Federal Govern- 
ment then continue to have a “needs” test in the four grants-in-aid 
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public assistance programs? Would not any of these proposals be a 
precedent for Federal supplementation of other “social insurance” 

rograms—social security and railroad retirement, both of which have 
cae financed, as you know, to date without recourse to the Federal 
Treasury for general funds ? . 

(1) Federal intervention in State unemployment compensation pro- 
grams coercing action that is not acceptable to the State legislature is 
not necessary. (2) It is undesirable. (3) It is, in my opinion, a 
discriminatory use of Federal funds for credit. It would establish 
undesirable precedents and discourage future liberalizations by State 
legislatures. 

I think the hearings that have been going on these last 3 days have 
definitely called to the attention of all of the States the problems that 
have been presented by the advocates of this legislation. I think the 
result is going to be that every State will be examining its position to 
see whether it does need to take any action within its own borders. 
In some of the States, the answer is very clear. There is no need for 
action. The law as established is soundly financed. When I sa 
there is no need for action, I mean no need for “emergency action.” 
I do not preclude year by year examination of the benefit structure; 
of the operating procedures; of the weekly benefits amounts; or of any 
of the other provisions of the State law. That is going to go on 
whether or not the committe takes any action at the present time. 

I do believe that it is important for the Congress to push the 
measures that have presently come before it to relieve the problems of 
financing of business ventures. Regulation of credit is a proper func- 
tion of the Federal Government. The release and lessening of require- 
ments for reserves, interest rates and so on, all have a tendency to im- 
prove the business climate, which is the only way in which you can 
permanently solve this problem. 

Tax reform has been a subject that is well discussed. I am not going 
to add a thing to what has been said about that. 

I think that it is clear that speaking for the United States Chamber 
of Commerce we are strongly opposed to any of this type of legisla- 
tion. Therefore, it would be a waste of time for me to discuss the 
details of it. If we are talking about things that are themselves un- 
sound then there is not much reason for saying, “Do you want to 
have the unemployment compensation program brown or green or 
yellow ?” 

The whole proposal is undesirable, and therefore should not be 
adopted. 

Mr. Chairman, I believe I have 4 minutes that I have not used 
within my allotted time. I would be very glad to turn those over to 
the committee for such use as they wish in order to answer any ques- 
tions or to attempt to answer any questions that I can. 

The CuarmmMan. The committee will accept the 4 minutes, and thank 
you, sir. 

Any questions of Mr. Cliffe ? 

Mr. Mason. Mr. Chairman. 

The CHarrman. Mr. Mason. 

Mr. Mason. Mr. Cliffe, you have answered in your oral statements 
some of the inaccuracies that were presented to this committee this 
morning, and I am very glad you did, because I noted 1 or 2 inac- 
curacies and extravagant statements but time was run up 2 hours and 
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I did not want to take any more time or the committee, but I am glad 
that you did take some time to answer them. 

Mr. Currre. Within my 26 minutes, Mr. Mason. 

Mr. Mason. That is all, Mr. Chairman. 

Mr. Kroon. Mr. Mills. 

The Cuatrman. Mr. Keogh. 

Mr. Krocu. Mr. Chairman, I feel impelled, in view of the lecture 
we received a week or so ago from our good and congenial friend 
from Illinois to say my reaction to his last statement is to say that he 
has indulged in a couple of strong words which I think are not sup- 
ported by the record. 

Mr. Mason. They are supported by the testimony which has just 
been given us. 

The CHarrman. We will analyze all testimony in executive session 
and try to reconcile it. 

Are there any further questions ? 

Mr. Cliffe, we want to thank you, sir, for coming to the committee 
and giving us the benefit of the views of the Chamber of Commerce 
of the United States. We appreciate it and thank you. 

Mr. Currre. Thank you, Mr. Chairman and gentlemen. [I still 
have a minute to spare. 

The CHatrman. Pardon? 

Mr. Cutrrt. I still have a minute to spare on my time. 

The Cuarrman. Yes, sir, you have. You are a fine witness. 

Our next witness is Mr. Richard D. Sturtevant. 

Mr. Sturtevant, please come forward, sir and identify yourself for 
the record by giving your name, address, and the capacity in which 
you appear. 


STATEMENT OF RICHARD D. STURTEVANT, MEMBER, SOCIAL 
SECURITY COMMITTEE, ILLINOIS STATE CHAMBER OF COM- 
MERCE, CHICAGO, ILL. 


Mr. Srurtevant. Mr. Chairman and gentlemen of the committee, 
my name is Richard D. Sturtevant. I am a vice president of Jewel 
Tea Co., Inc. My offices are at 1955 West Avenue in Melrose, III. 
I appear here this afternoon as a representative of the Illinois Cham- 
ber of Commerce. 

We have filed a prepared statement which I do not propose to read 
but which I would like to have filed for the record. 

The Cuarrman. Without objection the entire statement will appear 
in the record. 

(The statement referred to follows :) 


STATEMENT OF EMERGENCY EXTENSION OF FEDERAL UNEMPLOYMENT COMPENSATION 
BENEFITs BY RicHARD D. STURTEVANT FOR THE ILLINOIS STATE CHAMBER OF 
CoM MERCE 


My name is Richard D. Sturtevant. I am a vice president of Jewel Tea Co., 
Inc., Melrose Park, Ill., and a member of the social security committee of the 
Illinois State Chamber of Commerce. I am presenting this statement on behalf 
of the Illinois State Chamber of Commerce, which is a statewide civic associa- 
tion with a membership of approximately 16,000 businessmen representing com- 
panies located in over 400 communities in Illinois. These members are engaged 
in every type of business, ranging from the largest corporations to the self- 
employed. 
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The Illinois State Chamber’s social security committee comprised of 98 mem- 
bers, representative of the chamber’s membership, has seriously studied the 
matter of emergency extension of Federal unemployment compensation benefits, 
the subject with which your committee is now concerned, and this statement 
reflects the considered judgment of these committee members who met as recently 
as March 20 to discuss this vital issue in light of the present and prevailing 
circumstances in the Nation and in particular, in Illinois. The recommendations 
of this committee also have the endorsement of the Illinois State chamber’s 
72-man board of directors. Thus, it is believed the viewpoints expressed herein 
broadly represent those of Illinois businessmen. 

My company, Jewel Tea Co., Inc., is engaged in the retailing of food products 
and other merchandise for personal and household use. We employ approxi- 
mately 9,500 people in 232 grocery supermarkets in Illinois and Indiana, and 
in the operation of approximately 2,000 home-service routes in 42 States. Thus, 
we have a direct interest in unemployment compensation throughout the country. 

For years, I have had a direct and personal interest in the problems of unem- 
ployment compensation, having been a member of the Illinois State chamber’s 
social-security committee since 1946 and for the 5 years ending October 1, 
1957, chairman of that committee. At present, under direction from the Illinois 
Legislature, we are studying the experience rating tax provisions of the Illinois 
Unemployment Compensation Act in an endeavor to determine if there is room 
for improvement in that part of the law and to assure that unemployment 
compensation is properly and sufficiently financed. A three-man committee con- 
sisting of a representative of employers, of labor, and of the public has been 
set up to direct this study that is being made by the Illinois Unemployment 
Compensation Division, and I am serving as the employer representative on 
this committee. 

This brings me to the point of mentioning that unemployment-compensation 
policy in Illinois is developed only after months of deliberation. For example, 
we have been conducting this particular study for over 2 years and its results 
will be the product of joint activity and consideration of the administration, 
labor, employer, and public representatives. Later, I will want to point out 
how every aspect of our Illinois Unemployment Compensation Act gets that 
Same type of complete consideration. I mention it now to bring out the deep 
eoncern we have that any action taken on unemployment-compensation matters 
at the Federal level could very well, by hasty action, weaken and even destroy 
a good unemployment-compensation structure that has been developed under 
State direction and control. 


AID TO UNEMPLOYED—COMPLEX AND VARIED 


We appreciate the fact that the problem of dealing with unemployment is 
both important and complex. It involves social and economic issues which 
have particular significance at this time when the attention of the entire country 
is directed toward the avoidance of any serious economic decline. 

Congress has the responsibility of considering many aspects of the overall 
problem and we do not conceive it to be the purpose of these 3-day hearings 
to even attempt to deal with more than the question of providing Federal 
unemployment-compensation benefits for those who have exhausted their bene- 
fits under various State laws. Certainly, it would be impossible to give adequate 
consideration to such broad issues as (1) the extent of governmental responsi- 
bility for the relief of human needs, (2) the division of that responsibility 
between State and Federal Governments, (3) the problem of meeting the eco- 
nomic needs of those who are not covered by State unemployment-insurance 
programs, and (4) the imposition of further Federal standards upon existing 
State unemployment-compensation programs. In our opinion, it would be unwise 
to even give the impression that consideration is being given to these broad 
issues in this particular hearing. 


EXHAUSTION OF STATE UNEMPLOYMENT BENEFITS—SCOPE OF PROBLEM 


Employers in Illinois, in common with those in other parts of the country, are 
deeply concerned over the fact that more than 5 million people are unemployed. 
There certainly is no desire on our part to minimize the importance of appro- 
priate governmental action in dealing with this problem. Nevertheless, we are 
convinced that the exhaustion of State unemployment-compensation benefits is 
not of such magnitude as to warrant the creation of a Federal program of 
providing unemployment benefits for the individuals affected. 
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From a recent official Report on the Labor Force, we note that the mid-February 
total of all unemployed was 5,173,000 While we do not know the exact number 
from this total who have exhausted their State benefits, we do know that the 
number who exhausted in January 1958 was 147,212 and it has been estimated 
that the total number having exhausted their benefits since the 1st of January 
is approximately 350,000. In January 1957, the number who exhausted State 
benefits was 106,462 and thus, throughout the entire country, there were only 
some 40,000 more in this group than was the case during the high economic 
activity period of a year ago. 

In Illinois, those exhausting benefits in January, 1958 numbered 6,761 as 
compared with 5,838 in January 1957. In February, the comparable figures were 
7,059 for 1958 and 5,276 for 1957. These figures compare with 21,914 exhaustees 
in March of 1946 and 19,051 in March of 1950, 2 previous recession periods, 
There is nothing in these figures to indicate an emergency problem of such scope 
as to call for the creation of a new Federal program for unemployment benefits. 

Furthermore, the current figures for total unemployment compensation in 
Illinois are encouraging. For the week ending March 1, 1958, 198,250 individuals 
applied for unemployment compensation benefits. This was a drop of 9.7 percent 
as compared to the week ending February 22 when there were 219,560 claimants. 
The decline continued for the week ending March 8 when there were 183,067 
claimants. This is 19.4 percent less than the all-time record of 227,094 applicants 
for week of April 23, 1949. 

It is also significant to consider the makeup of those who have exhausted 
their benefits. Of those who exhausted benefits in Illinois in January and 
February of 1958, 45.3 percent were women and 84 percent of those women had 
no dependents. Furthermore, 38.3 percent of the men who exhausted benefits 
during these 2 months also had no dependents. Thus, it appears that a significant 
portion of those who would be affected by the proposed legislation are secondary 
workers or are casually attached to the labor force. A further indication of the 
fact that many of the exhaustees are not regularly attached to the labor force 
is that the average duration of their benefits regularly falls well below the 26- 
week maximum provided by Illinois law. The only basis for any exhaustee to 
draw less than 26 weeks of benefits is failure to have earned sufficient qualifying 
wages. 

Unquestionably, some of these individuals may be in need but whether they 
be secondary workers or primary bread winners, the already existing State 
agencies are fully able to provide them needed assistance and have a responsi- 
bility to do so. 

PROPOSED FEDERAL ACTION INADVISABLE 


In the preceding section of this statement, we have presented information 
in support of our belief that the problem of providing Federal benefits to persons 
who have exhausted their State benefits is not of sufficient national scope to 
require or warrant Federal action. We now wish to give consideration to the 
question of whether the proposals in H. R. 11326 and H. R. 11327 are appropriate 
for the solution of such problem as does exist. 

Under the provisions of these bills, Federal funds would be made available 
for distribution to unemployed persons having exhausted benefits for which 
they had qualified under State systems. Approximately 2 million persons who 
are included in the reported 5 million unemployed were never covered by a 
State unemployment compensation program and thus would not qualify for the 
proposed Federal benefits. If Federal funds are to be provided—an action which 
we do not deem advisable—there would seem to be no reason to select the 
relatively small group who are exhaustees under State systems for the receipt 
of such benefits to the exclusion of the greater number whose need may be 
greater. 

If the Federal Government determines that a grave emergency exists, it 
should set up an out-and-out relief program to cover all the unemployed, inde- 
pendent of State unemployment insurance programs. Even this action should 
be taken only if other means to provide gainful employment should fail and only 
if there be convincing evidence that the established State and local relief agencies 
are unable to cope with the situation. 

It should be kept in mind that a determination of national policy was made 
over 20 years ago under which the responsibility for establismhing and maintain- 
ing an unemployment compensation system was vested in the various State gov- 
ernments subject only to basic, general qualifying standards. ‘These systems of 
social insurance were designed to provide benefits as a matter of right without 
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requiring the beneficiaries to show that they were in need. It has always been 
recognized that there would be individuals who would be unable to find employ- 
ment within the period of time State benefits are payable. It has been further 
recognized that there would be other worthy individuals who would not qualify 
for the receipt of State benefits. Decisions with respect to the eligibility for 
benefits and the amount and duration of benefits have been left largely for de- 
termination by State legislative bodies. This was on the sound basis that condi- 
tions vary from State to State and that it would be unwise to establish a Federal 
program of uniform benefits throughout the Nation. Certainly, no change in 
this long established principle should even be given consideration within the 
limited time available for these hearings. 

One of the serious dangers involved in the proposed bills is that they might be 
construed as Federal congressional determination that the decisions of the legis- 
lators of all 48 States have been ill-advised and that the amounts and duration of 
benefits so established are inadequate. 

In Illinois, determination of the various provisions of the Unemployment 
Compensation Act have been largely made by the legislature upon the basis of 
agreements reached by representatives of labor, employers and the public acting 
through a Governor’s advisory board. Prior to each legislative session, all pro- 
posals for amendments to the Illinois act are submitted to this board which 
arives at a decision and submits its recommendations to the Governor and the 
legislature. Months of deliberation, discussion and study go into the making 
of these decisions. The amount and duration of benefits set forth in the Illinois 
statute were agreed upon by all parties. Decisions in other States are reached 
through similar procedures or by other legislative processes which give assurance 
that the subjects of amount and duration of unemployment compensation benefits 
are given thorough consideration at every session of the State legislatures. We 
are confident that the Congress of the United States will not wish to take any 
action which even by implication might be construed as declaring that the State 
legislatures have failed in their responsibility. 


CONCLUSION 


If the proposed bills are to be construed as providing a means by which State 
benefits under the social insurance program are to be extended because those now 
provided are deemed to be inadequate, then we vigorously oppose those measures 
as being contrary to the basic philosophy upon which the existing programs have 
been built. We continue to believe that each State can best determine the needs 
and provisions of its unemployment compensation program. 

We are confident that the House Ways and Means Committee is aware of the 
fact that many plans have been advanced over the years by those who desire Fed- 
eral control and even complete federalization of these programs. Representatives 
of the Illinois State chamber have testified in the past in opposition to such plans 
and we are gratified that these efforts to federalize the program have been re- 
jected by Congress. 

While the present proposals may not be intended to encroach upon State re- 
sponsibility, there is grave danger that they will establish precedents which 
will lead to federalization. Past experience demonstrates that measures adopted 
as temporary continue long after the “crisis” for which they were ostensibly 
instituted has disappeared. In this instance, we do not believe any crisis exists 
with respect to “exhaustees” which would warrant even temporary action. 

On behalf of the [Illinois State Chamber of Commerce, I wish to express ap- 
preciation for the opportunity to appear before you and present our views on 
this important issue. We appreciate the fact that your responsibility to guide 
the thinking and decisions of Congress is great. We can only hope that this 
presentation of our views may be of help to you in the discharge of that re- 
sponsibility. 


The Cuarman. You are recognized, sir, for 15 minutes. 

Mr. Sturtevant. I will try to keep my eye on the clock, as well as 
on the notes. 

I should like to comment that the statement which we have filed was 
prepared before the terms of H. R. 1674 and H. R. 1679 were available 
to us and consequently in my oral presentation I would like to sup- 
plement what has been written by commenting about those bills, as 
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well as commenting about some of the material which is in the written 
statement. 

I will do the best I can to avoid too much repetition, at least of what 
has been said by other witnesses although I undoubtedly will cover 
some of the same points, but I will try to be as brief as I possibly can on 
those things which have been covered. 

I think at the outset I would like to skim through as rapidly as I 
can some of the highlights of the prepared statement. 

At the outset I present some information as to the Illinois State 
Chamber of Commerce and the procedures by which the decisions of 
that organization are reached, as a result of which we feel that the 
positions we take are broadly representative of all types of business in 
Illinois. I will not go into the details. 

The second portion of the statement I attempt to qualify myself 
personally for appearing before you. I will not go through that 
either except perhaps to want to mention 1 factor or 1 item and that 
is that currently I am serving as the employer representative in IIli- 
nois on a 8-man committee, 1 representative of the employers, 1 of labor 
and 1 of the general public on a special committee which has been 
formed at the request of the legislature to study unemployment ex- 
perience ratings, tax provisions and rest my qualifications on that 1 
statement. 

We, of course, in Illinois appreciate the fact that there is a serious 
unemployment at the present time, a problem which is both important 
and complex. But we do not conceive it to be the purposes of the 
hearing in these 3 days to try to cover more than the stated purpose 
of dealing with the bills which have been presented to provide supple- 
mentary benefits. We think that time certainly does not permit any 
exhaustive study into the whole area of Government responsibility 
for the relief of need nor the division of that responsibility between 
the States and the Federal Government, nor the specific problem of 
meeting the economic needs of those who are not covered by State 
unemployment programs, nor do we conceive it to be the time to 
debate the issue of federalization of the whole unemployment com- 
pensation program. 

Those are certainly subjects which are of such breadth that I am 
sure that this committee would not want the public to even think they 
were being disposed of in a 3-day session. 

So, turning to the question or the subject of State unemployment 
benefits, we feel that it is important to keep in mind the distinction 
between this what is somewhat of a narrow problem as compared 
to the broad problem of dealing with the five and a quarter million 
or whatever the figure may currently be of unemployment. There 
have been figures presented to you already on the nationwide basis 
as to the exhaustion situation. I would like to supplement those by 
figures from the State of Illinois. 

In Illinois, those exhausting benefits in January of 1958 numbered 
6,761, as compared with 5,838 in January of 1957. In February, the 
comparable figures were 7,059 for 1958 against 5,276 for 1957. ‘These 
figures compare with 21,194 exhaustees in March of 1956 and 19,051 
in March of 1950, 2 previous recession periods. 

We do not feel there is anything in these figures to indicate that the 
problem of exhaustees has reached emergency proportions. 
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Furthermore, there are encouraging signs as to the unemployment 
picture in Illinois. For the week ending March 1, 1958, there were 
198,250 individuals who applied for unemployment compensation 
benefits. This was a drop of 9.7 percent as compared to the week 
ending February 22 when there were 219,560 claimants. The decline 
continued for the week ending March 8 when there were 183,067 claim- 
ants. This is 19.4 percent less than the alltime record of 227,094 
applicants which was for the week of April 23, 1949. 

For the week ending March 15 the number did increase as com- 
pared to the prior 2 weeks but was still below the number for the 
week ending February 22 and was 12.7 percent below the figure for 
1949. 

I think it also important to bring out some facts with respect to 
the character or the makeup or the character of these people who 
had exhausted their benefits, again confining the figures to Illinois. 

In January and February of 1958, 45.3 percent were women and 
84 percent of those women had no dependents. Furthermore, 38.3 
percent of the men who had exhausted benefits during those 2 months 
also had no dependents. Thus, it appears that a significant portion 
at least of those who would be affected by the proposed legislation 
are secondary workers or are workers who are casually attached to 
the labor force. 

As a further indication of this fact, the average duration of bene- 
fits for these people falls well below the 26-week maximum provided 
by the Illinois law, and I point out that under the Illinois law the 
only reason for their not teen 26 weeks is that there have been 


insufficient qualifying wages in the base period year. In other words, 
anyone who is regularly attached to the labor market is going to 


draw for 26 weeks under our law. 

Now in giving consideration to the proposals of H. R. 11326 and 
H. R. 11327 I think we should comment that most of the things we 
have said in our statement are equally applicable to H. R. 11674 and 
11679. 

There are approximately 2 million people who are included among 
the excess of 5 million unemployment who were never covered by 
the State unemployment-compensation program and thus would not 
qualify for any benefits under any of these bills. We see no reason 
to select this relatively small number of exhaustees for the receipt of 
Federal benefits to the exclusion of those who never received any 
benefits and whose needs might be greater, undoubtedly would be 
greater, under most circumstances. 

If the Federal Government determines that there is a grave emer- 
gency at that point with respect to unemployment we feel that an 
out-and-out relief program should be created which would cover all 
unemployed, independent of the State unemployment system. Even 
such action should be taken only if other means to provide employ- 
ment should fail and only if there is convincing evidence that the 
established State and local relief agencies are unable to cope with 
the situation. 

I would like briefly to draw some comparisons between the several 
bills which have been presented. 

H. R. 113826 and H. R. 11327 have the merit, in our opinion, of 
dealing with the problem as a Federal matter. It seems clear that 
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the State facilities are being used as agencies for the Federal Govern- 
ment with the funds being provided from Federal Government 
sources and that there is somewhat less danger at least that those 
proposals would be considered to be an indictment of the adequacy of 
action at the State level. 

The features, however, to which we object, aside from questioning 
the need for the program at all are first, the matter of uniform 
duration of benefits for 16 weeks, regardless of the work history of 
the beneficiaries. 

I think it proper at this point to point out that there has been a 
long history of controversy between representatives of labor and em- 
ployers on this question of uniform duration of benefits. 

In Illinois that issue has been met year after year at every session 
of the legislature and uniformly the answer had been that we do not 
believe and the legislature does not believe in the principle of uni- 
form duration of benefits. 

I have pointed out that there are many people who are exhausting 
benefits who are only casually attached to the labor market. 

Mr. Cliffe brought it out very clearly that there were people only 
getting benefits in some States 5, 6, or 7 weeks, who under the pro- 
posed program would get benefits for 16 weeks. 

An example under our law, which I think might be of some inter- 


est to you, is this: A person can qualify for benefits in Ilinois by. 


earning $600 in the base period, within the period of a year. They 

must earn at least $150 in each of 2 different quarters in order to 
ualify. 

" But assume an individual who, let us say, had a pre-Christmas job 

and earned in the fall of the year $450 and that is the high quarter. 

And sometime during the balance of the year earned $150 in order to 

t the amount up to the required $600 qualifying amount. The 
State benefits under the Lllinois law would be $22.50 per week for 
10 weeks or a total of $225. 

Under the provisions of H. R. 11326 and H. R. 11327 that par- 
ticular person would be entitled, as I understand it, to 16 weeks at 
$17.30 or half that, being half of the wage, or a total of $276.80 under 
the supplementation Federal program as compared to $235 which 
would be under the basic program. 

Again I make no apology for the amount of the Illinois program 
because this person is only casually attached to the labor market, 
earning only $600 a year. 

Many situations could exist and many situations could be brought 
forward on it. 

The second feature that we oppose in these measures is the dis- 
regard of the level of benefits established under the State programs. 

Another example: Assume a single worker with high-quarter 
earnings of $1,000, which would be a weekly wage of about $77. The 
weekly benefit amount under ‘the Illinois law for that person, being 
a single worker, would be $30. The supplemental benefit under these 
bills would be $38.50. 

I call attention to the fact that lest the Illinois law be considered 
niggardly, if that person had 3 dependents, the person’s benefit would 
be $41 under the Illinois law. Under our range of benefits it would 
be $30 for a single person with no dependents, ranging up to $45 a 
week for those with 4 dependents. 
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Now, I would like just briefly to comment about the procedures 
which we follow in Illinois in arriving at these decisions as to dura- 
tion and amount of benefits. Under the law the Governor’s SeTORT 
board has been appointed and functions during each and prior to eac 
session of the legislature. All pro ls by employers and by labor 
are presented to the Governor’s advinaiey ard and the Governor’s 
advisory board then presents its recommendations with respect to all 
proposed legislation to the legislature and to the Governor. This is 
a continuing procedure. It has worked well. The level of benefits 
which is currently in the [linois law was arrived at through this 
procedure and was agreed to not only by the employers and by the 

ublic members of the advisory board but also by the labor members. 
They concurred in the recommendations as to the level of benefits and 
duration. That has been true practically universally throughout the 
entire operation of the Illinois system. 

Now, going on to the proposals in the Reed bill and the Curtis bill 
we believe that they have the merit of maintaining variable duration, 
a principle which we think is extremely sound and also maintaining 
the benefit levels which have been fixed by the State legislatures. 
Our principal objection here is that we feel that at least in practical 
operation these bills would amount to a definite interference with 
State responsibility and authority. While there is a provision under 
which benefits can be paid without State agreements, we feel that 
those are not likely to be operative from a practical point of view and 
that in effect from a practical standpoint the States are being forced, 
compelled, to adopt standards in which they do not believe. 

The testimony of the representatives of labor which was presented 
this morning seems to me makes it clear that from their point of view 
the basic issue is federalization of the entire program. 

I do not think there is any doubt about their objectives or their 
purposes. 

In effect, it seems to me that they say that they have been unable 
to sell their program to the 48 States and consequently must come to 
a different forum for their debates. 

As I said earlier, I do not think this is the proper occasion to debate 
that issue. But that seems to me to be the crux of labor’s presenta- 
tion here this morning. 

With respect to the bills before the committee, in summary, I would 
like to say that the problem of exhaustion, in our opinion, is not of 
such scope as to call for Federal action. It is considerably less on a 
nationwide basis than it was in 1946 or 1950. 

Too, if action is to be taken there should be recognition of the fact 
that it has always been understood that the receipt of benefits for 
periods of exhaustion of State unemployment benefits should be based 
upon need. There have always been exhaustees and there always will 
be exhaustees. This program was never designed and should not. be 
designed to carry people beyond the temporary period established by 
the State laws. We see no basis and this is the third point, we see no 
basis, proper basis to differentiate between those unemployed who 
have been under the State system and have exhausted their bene- 
fits and those who were never entitled to benefits under the State law 
if you are looking at it from a Federal point of view. 

Four, we believe that the States have the capacity and the respon- 
sibility to take care of the current situation and that they will do so. 

24042—58——21 
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Five, we strongly oppose in principle the principle of compulsive 
action from the Federal Government to interfere with the decisions 
which have been arrived at in the 48 States through proper legisla- 
tive procedures. 

And we do not believe that this committee or the Congress will 
want to declare, even by implication, that the various States in ar- 
riving at their decisions have failed to discharge their responsibilities. 
Thank you. 

The Cuatrman. Are there any questons of Mr. Sturtevant? 

Mr. Mason. Yes, Mr. Chairman. 

The Cuarrman. Mr. Mason. 

Mr. Mason. According to the figures you gave us, the exhaustees, 
as you like to call them, today are only about half in Illinois what 
they were in 1949 and 1950. That is the figures you gave. 

Mr. Sturtevant. Less than half, yes, sir. 

Mr. Mason. Then would you say that Illinois does not need, does 
not want, and would oppose having a Federal aid forced down them 
at this time? 

Mr. Srurrevant. Unquestionably I would answer affirmatively and 
I might comment that the Commissioner of Labor in I]linois has so 
stated publicly in the press and we have information which I am sure 
is accurate that that position is concurred in by Governor Stratton. 

Mr. Mason. Well, as a member of the State legislature when this 
plagued thing was adopted way back there in 1935, and having op- 

osed it then and the only one member in the State senate who opposed 
it, you would say that maybe if I opposed it I will be in accord with 
the majority of the Illinois people? 

Mr. Sturtevant. I am sure you would, sir. 

Mr. Mason. That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions? 

Thank you, Mr. Sturtevant, for bringing to us the views: of the 
Tilinois State Chamber of Commerce, 

Our next witness is Mr. William A. Mills. 

For purposes of this record, will you identify yourself by giving 
your name, address, and the capacity in which you appear? 


STATEMENT OF WILLIAM A. MILLS, IN BEHALF OF THE EMPIRE 
STATE CHAMBER OF COMMERCE, ALBANY, N. Y. 


Mr. Wiiu1am Mitts. My name is William A. Mills. I live at 1102 
Western Avenue, Albany, N. Y. I am executive vice president of 
the Empire State Chamber of Commerce, on whose behalf I appear 
here today. 

The CHarrman. We have allotted to you about 15 minutes. 

Mr. Witxu1am Mri1s, I shall not take more than 10. 

The Cuarrman. You are recognized. 

The Cuarman. Mr. Keogh. 

Mr. Reep. Mr. Chairman. 

The Cuamman. Go ahead, Mr. Reed. 

Mr. Reep. I just want to say that I have known Mr. Mills for many 
years and have always admired his talent and the work which he has 
done as secretary of the chamber of commerce. 

Mr. Witu1am Murs. Thank you. 

The Cnarman. Mr. Keogh. 
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Mr. Mason. He has a distinguished name, I will say that. 

Mr. Keroeu. I simply wanted to say the same as my distinguished 
colleague from New York has said. But knowing he would have said 
it better, I was delighted to yield to him, 

In addition, Mr. Chairman, I am sure Mr. Mills will tell you how 
much he appreciates the opportunity of being on the program today. ” 

Mr. Wii11am Miiis. We do very much and we compliment the com- 
mittee for the time they are giving to this very important problem. 

The Empire State Chamber of Commerce is a federation of approxi- 
mately 150 local chambers of commerce and statewide trade associa- 
tions with an underlying membership of more than 80,000 business 
firms. In addition to our organization members, we have a large num- 
ber of associate members which are business firms doing business in 
the State of New York. They represent a good cross-section of busi- 
ness as to kind, size, and geographical location. At the outset, I 
should like to say that the Empire State Chamber of Commerce is a 
member of the Council of State Chambers of Commerce and we in- 
dorse the testimony which has been made by the council and would 
like the record to so indicate. 

We are also members of the Chamber of the Commerce of the 
United States and we fully support the testimony given on behalf of 
that organization. 

It seems to us, however, that this issue is of such importance that 
we should supplement the Council’s testimony with that of our own 
organization. 

The New York State Legislature has just completed its annual ses- 
sion this past week. In New York, as you may know, there is a 
standing Joint Legislative Committee on Unemployment Insurance 
which conducts studies throughout the year in an effort to improve on 
our own unemployment insurance law. The New York Legislature 
had before it the question of extension of duration of benefits at this 
past session and has decided that at the present time New York is not 
warranted in amending the State law to increase the period of dura- 
tion beyond 26 weeks. The Empire State Chamber of Commerce has 
opposed any extension of duration in New York law for these two 
basic reasons. First, the information that we were able to obtain 
from the New York Division of Employment led us to believe that 
exhaustions in New York State will not run any higher than they have 
other postwar recession years. Second, and even more important, we 
are convinced that the unemployment insurance law should provide 
benefits for only a temporary period, to those unemployed through no 
fault of their own. We believe that this period should not extend 
beyond 26 weeks. 

Needless to say, we recognize that in some cases families will need 
financial help beyond the 26 weeks’ period, but because duration of 
benefits is not extended does not mean that these families will go 
uncared for. For those who need supplemental help while they are* 
on unemployment insurance benefits or after they have exhausted their 
benefits, New York stands ready and willing in the form of general 
assistance, to make sure that these families do not suffer unnecessary 
hardships. To consider extending duration to one who has exhausted 
benefits whether there is need or not, with no relationship to weeks 
worked or taxes paid, destroys the objectives and standards which the 
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New York Legislature has deemed appropriate to include in the law. 
Basically, it is our belief that the Federal Government should not 
superimpose Federal standards upon the States which, in our opinion, 
are competent to judge the needs of their own citizens. We are con- 
vinced that if the bills H. R. 11326 or H. R. 11327 are enacted we will 
have taken the first major step toward federalization of State pro- 
grams. 

With respect to President Eisenhower’s proposals as reported in the 

newspapers of March 26, it would appear that the President is under 
the misapprehension that most States do not have the funds to extend 
duration. 
: 1 eee for New York—and I am certain most other States are 
in the same position—it is not lack of funds which has caused the 
New York Legislature to question and reject extending duration; but 
the decision was made on entirely different grounds. 

At the present time, as you probably know, in New York the unem- 
ployment insurance fund amounts to roughly $1,300 million. 

For us to consider favorably the President’s proposals that New 
York be allowed to borrow from the Federal. Government is some- 
thing like the rich nephew borrowing from the poor uncle. 

To make available Federal funds out of general revenues in the face 
of the Federal Government’s present deficit financing in order to make 
those funds available to States which are in much better financial 
position than the Federal Government, seems to us to be incongruous. 

In New York State as in many other States, State legislators must 


seriously consider whether it is desirable to grant a Federal bonus of © 
13 weeks or some other number of weeks to those who exhaust their : 


benefits without inquiring as to what this would mean in their par- 
ticular area. 

It does not seem to us that these workers should be given additional 
benefits without regard to payroll taxes which have been planned 
to meet unemployment insurance expenditures under the State law. 


We are in full agreement that it is proper for the Federal Govern- 


ment to extend some form of help to those States which find that they 
have a serious unemployment problem and find that they are unable to 
cope with the financing of those problems at the State level. Even 
in making this statement we must point out, however, that in some 
instances the inability of States to cope with the problem results from 
lack of planning for the inevitable rainy day. 

We in New York have been challenged on many occasions by those 
who would like to see either less unemployment insurance taxes raised 
or argue that the fund in New York is too large. It is pleasant, how- 
ever, to know that during a period of recession, New York’s unem- 
ployment insurance fund is among the strongest in the country. 

Thank you very much. 

The Carman. We thank you, sir, for bringing us the views of 
the Empire State Chamber of Commerce. 

Are there any questions? 

Mr. Reep. We congratulate you, Mr. Mills, on your statement. 

Mr. Mrius Thank you. 

The Caarrman, Thank you. 

Our next witness is Mr. Henry Kendall. 
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‘Mr. Kendall, for the purposes of this record will you identify. your- 
self by giving your name, address, and the capacity in which you 
‘appear ¢ 


STATEMENT OF HENRY E. KENDALL, IN BEHALF OF THE EM- 


PLOYMENT SECURITY COMMISSION OF THE STATE OF NORTH 
CAROLINA 











Mr. Kenpaty. Mr. Chairman and members of the committee: I am 
Henry E. Kendall. I am chairman of the Employment Security 

“Commission of North Carolina. I appear before you as the official 
representative of the State of North Carolina. 

The commission, at the request of the Honorable Luther H. Hodges, 
Governor of North Carolina, held a special meeting on March 28, 
1958, to consider the principles of the Federal proposals affecting the 
imémployment-i insurance program. The Governor requested a re- 
port and recommendations by the commission on this subject matter. 

Meeting with Governor Hodges, the radio, press, and television 
representatives, the commission discussed at length the implications 
of legislative action by the Congress in an area which for more than 
20 years (in fact, since the beginning of the Federal-State program) 
has been reserved to the States for needed program implementation. 
It should be noted that since 1949 the North Carolina Legislature has 
increased the minimum benefit amount from $4 to $11 currently, and 
the maximum payment from $20 to $32, with the waiting period being 
entirely eliminated and with the duration being extended from 16 to 
26 weeks, such duration being uniform—all workers having entitle- 
ment being entitled to 26 weeks of benefits. This is positive proof 
that a State legislature does act in this area. 

North Carolina, in recent years, experienced her highest weekly rate 
of unemployment, of those cov ered by the unemployment insurance 
program, in the months of May and June 1954 when the weekly rates 
ranged between 7.6 and 8.7 percent. Though our highest weekly 

-volume of unemployment insurance has been experienced during the 
first quarter of 1958, the percentage of unemployment reached during 
this high volume did not reach the high percentage of May and June 
1954 of 8.7 percent and the rate of unemployment currently is 7.5 
percent. See item IIT of the data which follows in this statement. 

' North Carolina has a uniform duration provision which provides 
weekly benefits to each claimant whose unemployment is spread over 
as much as 26 weeks after the job loss. This means that each claimant 

with prolonged unemployment is guaranteed 26 weeks of protection. 

Projecting the number of exhaustees from the first of January of this 
year through March 24 to the 52-week per iod of 1958 we have an esti- 
mated total of 38 ,400 exhaustees for our State for the year 1958 should 
there be no improvement. In relating this number of exhaustees to 
the nonagricultural work force of the State we find that the exhaustees 
represent only 3.58 percent of such work force. The suggested Fed- 
eral proposals would benefit only a small select per centage ‘of wor ve 

A study of benefit exhaustees (in North Carolina) “for the yea 

ending September 30, 1956, shows that 28.4 percent of the calaaiietn 

comes from the tobacco industry which has only 4 percent of the in- 
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sured employment. The majority of the tobacco workers are in the 
leaf-processing operation which is highly seasonal. More than 80 
percent of these workers are unskilled females who follow a regular 
pattern of seasonal employment sometimes tied to farm harvest and 
domestic work. To extend benefits beyond 6 months to this group 
might well lead to a serious farm-labor problem in many agricultural] 
areas. 

The study of exhaustees further showed that of the group exhaust- 
ing benefits, that 48 percent had earnings of less than $1,000 in the 4 
quarters upon which benefit payments are determined. This indi- 
cates that supplementation will go to those with the weakest labor 
force attachment. Supplementation does not offer any assistance to 
the displaced agriculture worker or to the other excluded worker 
groups, totaling approximately 650,000 individuals. 

Aside from the application of the Federal proposals to the unem- 
ployment insurance benefit payment program there are other factors 
that merit consideration. While the employment security commission 
recognizes that its purposes are limited to providing unemployment- 
insurance payments to workers eligible under the provisions of the 
law enacted by the State legislature, it feels strongly that no person 
in North Carolina should suffer for food, clothing, shelter, or any 
other necessities and that Federal, State, and local agencies should 
utilize whatever means necessary to best take care of such situations. 

Beyond this general policy, there are other considerations. Among 
these are: 

(1) Interjection of supplementary benefits on all States irrespective 
of needs through Federal legislation would take away from the States 
the initiative to plan wisely and could encourage tardiness in develop- 
ing adequate benefit provisions. 

(2) The proposed approach serves to disrupt long-range financial 
program planning in that it interposes an element of liability of an 
unpredictable nature that may upset well-developed long-range bene- 
fit contribution (cost) relationships. It actually penalizes States that 
have wisely planned their financing and have built up over the years 
adequate unemployment insurance funds. 

(3) It is the feeling of the commission that a mere extension of 
benefits—13 weeks or any variation—to durations already established 
under States laws does not approach the problem soundly. In a 
State with selected groups of claimants exhausting after 10 weekly 
payments, an increase in the payments to a 15-week period may give 
a measure of short-range relief when the same remedy of an added 13 
weeks is given to a similar group in another State already providing 
the group 24, 26, or 30 weeks’ protection under its own program, the 
dosage may give rise to new and different problems. 

( The figures referred to follow :) 
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COMPARATIVE UNEMPLOYMENT INSURANCE DATA 


I. Workers experiencing spell of unemployment (filed an initial claim-during 
week) 


Newly unemployed 


1957 





Week ending: 
Mar. 22... 11, 020 
‘i 11, 820 
11, 360 
15, 925 
12, 605 





II. Weeks claimed by 840,000 (monthly average) insured workers 


Weeks of unemployment 


1957 1954 ! 





63, 425 44, 185 
65, 800 

65, 140 

71, 610 
65, 550 





1 Insured workers about 725,000—before change in coverage provision. 


III. Insured unemployment as a percent of average monthly insured employment 


Insured unemployment rates 


1957 


North United North United North United 
Carolina States Carolina States Carolina States 


Unemployment during week 





1V..Benefit exrhaustees—Number of individuals who received unemployment 
insurance payments for as many as 26 weeks in the March 1957—March 1958 
period 


1957 


Number of exhaustees in: 
January. nla Wiad bateeenmblanetiinl , 800 3, 165 
February-. oe , 855 2, 475 
March (part), lst to 24th. .___- . 500 1,775 


‘ Notr.—Between Jan. 1 and’ Mar. 24, 1958, exhaustions are 23.5 percent higher than for the same period 
uring 1957. 
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It is felt that should this committee give consideration to each of the 
other States, in like manner as the foregoing has been given you 
concerning North Carolina, that you will find that what is applicable 
in and to North Carolina in the broad sense of principle is not pecu- 
liar to just our State but applies to a large majority of the States, 

At the end of the meeting of our commission the following recom- 
méndations were unanimously approved by those members of the 
commission present (5 of the 7 members being present) and given to 
our Governor late on the afternoon of March 28: 


RECOMMENDATIONS 


A. That an official representative of this State appear at the con- 
gressional hearing to express the principles of the following views: 
1. That in our opinion every State has her own problem(s) and its 
rogram is developed in terms of economic conditions that exist in the 
tate. We feel that supplementation of the State programs whether 
in terms of amount of weekly benefit payments or duration of benefits 
is a matter that can best be done by each individual State through 
State legislation. That, therefore, we oppose any form of Federal 
supplementation. 

2. That in lieu of Federal supplementation of the unemployment 
insurance program that our State, as well as other States, recognize 
the fact that under existing Federal legislation there now exists an 
available fund of $200 saillion from which any State whose reserve 
fund is approaching depletion may secure an interest-free advance or 
loan which is repayable by such State. That this $200 million be 
increased by the Federal Government as needed and to the amount 
needed for advances to any State to replenish a weak State fund or 
to enable a State, if it so desires, to increase benefits in duration or in 
amount of weekly payment. That this seems proper since such would 
permit the State legislature to meet the State’s obligation in this 
matter to the extent of the State need and desire. 

3. That the need is recognized of those individuals who have no 
income for life’s necessities including all unemployed as well as ex- 
haustees of this program, that to meet such need of both types of 
these individuals the type of assistance needed appears to be outside 
the scope of the unemployment insurance program, that in keeping 
with such need necessary funds should be provided and that such 
funds be made available to both exhaustees and others not covered by 
this program on the basis of their need by the proper governmental 
agency or agencies. 

4. That the commission undertake a study of the adequacy of bene- 
fit payments provided by the present formula in our law, and subse- 
quently present its findings and recommendations to the Governor. 

Late in the afternoon after having received our commission report 
and recommendations, the Governor of North Carolina issued the 
following statement: 

MARCH 28, 1958. 


STATEMENT BY GOVERNOR LUTHER H. HopGes 


I appreciate very much the attached report of the employment security com- 
mission. Especially enlightening to those of us in North Carolina is the specific 
data concerning the unemployment situation in our State. We can all be grati- 
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fied that the situation in North Carolina is not, comparatively, critical at this 
time. 

I agree with all of the recommendations of the employment security commis- 
sion, noting, however, that if unemployment conditions nationwide become more 
critical in the future, instead of improving as we all hope, it may be necessary for 
the Congress to consider some form of Federal financial assistance to the un- 
employment insurance program. If such should become necessary, I shall cer- 
tainly take the position that the States should continue to control and administer 
their own unemployment insurance problems. 

For the present time it does seem to me that the Federal loan fund which is 
available to any State in need is sufficient to meet the present unemployment 
insurance problems. 


Thank you, Mr. Chairman. 

The Cuarmman. Are there any questions of Mr. Kendall? 

If not, Mr. Kendall, we thank you, sir, for bringing to us the views 
of your commission and your Governor of the State of North Carolina. 
Thank you, sir. 

Our next witness is Mr. Elwood Hill. 

Mr. Hill, would you please identify yourself for the record by giving 
your name, address, and the capacity in which you appear. 


STATEMENT OF J. ELWOOD HILL, JR., ASSISTANT ATTORNEY 
GENERAL, STATE OF VIRGINIA 


Mr. Huu. My name is J. Elwood Hill, Jr., assistant attorney gen- 
eral for the State of Virginia, and I am speaking on behalf of His 
Excellency J. Lindsay Almond, Jr., the Governor of the Common- 
wealth of Virginia. 

The Cuatrman. Mr. Hill, we are glad to have you appear before the 


committee, particularly representing our friend of many years, the 


present Governor of the State of Virginia. 

Can you conclude your statement in 5 minutes that we allotted to you, 
sir. 

Mr. Hitz. I can conclude it, sir, I believe in less. 

The CuarrmMan. Fine. If you do omit any parts of it, your entire 
statement will appear in the record without objection. 

Mr. Hix. Thank you. 

(The statement referred to follows :) 


STATEMENT SUBMITTED AT THE REQUEST, AND ON BEHALF oF His EXxcetcency, J, 
LINDSAY ALMOND, JR., GOVERNOR OF THE COMMONWEALTH OF VIRGINIA, IN OPPosI- 
TION TO FEDERAL SUPPLEMENTATION OF STATE UNEMPLOYMENT COMPENSATION 


Prepared by the Unemployment Compensation Commission of Virginia in conjunc- 
tion with the Office of the Attorney General 


1. THE TENDENCY TOWARD ACCEPTANCE 


In this present period of economic readjustment the political atmosphere is 
naturally charged with a great many proposals for piecemeal legislation aimed 
at effecting economic recovery. The tendency at this time toward acceptance of 
such proposals without thorough consideration of their wisdom will produce some 
legislation that will aggravate, rather than mitigate, the very condition we seek 
to improve. The importance of promptness of action in meeting the challenge of 
a critical situation cannot supersede the necessity that the action taken be sound 
in practice as well as purpose. 
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2. INSURANCE VERSUS RELIEF 


House bill 11326 and similar proposals to extend State unemployment benefits 
through Federal action are not just a step, but a leap, in the wrong direction, 
We cannot balm the economy by entombing our State systems of unemployment 
insurance. Enactment of House bill 11326 or similar measures would amount 
to an indictment of the present State systems, and would destroy the basic con- 
cepts of unemployment insurance. These proposed measures seek to inject into 
the unemployment-insurance field relief factors which are directly opposed to the 
very principle upon which those insurance programs are based. 

The unemployment-insurance law was designed to serve as a protection for 
workers during temporary periods of unemployment. It was founded and has 
grown on the idea of temporarily compensating unemployed workers for a por- 
tion of their wage loss. It was never intended as an indefinite sustenance nor as 
a relief program. From the very beginning it has shunned the stigma of welfare 
and fought the misnomer of “rocking-chair money”. The success which these 
State programs have enjoyed has been realized largely because they have re- 
mained true to insurance principles and maintained a careful balance between the 
compensable amount and duration and the wages upon which that compensation 
is based. 

The indiscriminate Federal dole provided in H. R. 11326 has no relation to 
the recipient’s past work performance. The only ostensible requirement other 
than being unemployed is that he has exhausted the benefits he once had under 
a State system. 

3. AN AREA OF STATE RESPONSIBILITY 


State agencies which administer State unemployment-compensation laws have 
gained the knowledge that comes with experience in dealing with the problems 
of unemployment. With the counsel of these agencies, the State legislatures 
have reflected a comprehensive understanding of the wage structures, tax 
formulas, and employment conditions prevailing within their borders. The 
State laws have not remained static. They have been frequently amended in 
every State to meet the needs of changing conditions. States confronted with 
particular problems have uniformly found a solution through State action. The 
conditions creating or contributing to significant unemployment in any given 
area are so varied that there can be no common solution. The unemployment 
problems and economic balances of no 2 States are identical, with the result that 
no 2 States have identically the same laws to cope with those problems. It is of 
utmost.importance, therefore, that decisions which will vitally affect the eco- 
nomic life of a State, whether they be on a long- or short-range basis, be made 
at the State level, where the most experience and the best information is avail- 
able for dealing wisely with the subject. Each State can best determine the 
policies and the laws that will most effectively serve the interest of its people. 
As we begin this 22d year of the operation of most of these State systems, it 
would seem that argument that they have come of age and proven their com- 
petence would be unnecessary. Certainly, they have demonstrated through 
those years, which included two wars and their attendant conversion periods, 
that they were equal to the task. Despite this proof of time, the proponents 
of H. R. 11326 are, by direct implication, charging the States with ineptness or 
inability to meet the present situation. They would, through Federal action, 
take charge of the vital area of benefit duration and benefit amount and, in 
effect, amend the laws of every State. 


4. ECHO OF PREVIOUS PROPOSALS 


This is not the first time that such a proposal has been submitted. On four 
previous occasions, congressional committees have considered proposals to provide 
Federal funds for payment of higher State benefits and/or longer durations. The 
first was the war displacement bill, H. R. 6559, introduced in 1942. That bill 
proposed that Federal funds be provided to increase State benefit payments by 
20 percent and increase duration to 26 weeks. The second such proposal came 
in 1944, when S. 2051 proposed an appropriation of Federal funds to supplement 
State benefit payments up to 75 percent of the claimant’s wages, but not to exceed 
$20. It would have also extended the duration from the State maximum up to 
26 weeks. In 1945, S. 1274 proposed an amendment to the Reconversion Act of 
1944 to provide Federal moneys to supplement State maximum payments up 
to $25 per week for a 26-week duration. The 1944 and 1945 proposals were 
predicated on the postwar unemployment problems. Again in 1952, there was 
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a proposal, S. 2504, that Federal funds be provided to supplement State benefits up 
to 65 percent of the claimant’s wages, and, in the case of dependency, benefits 
of not more than 75 percent of his wages. Four times, then, in 11 years, the 
suggestion has been made and considered that Federal funds be provided for 
supplementing State benefits to the length or amount, or both, that the Federal 
Government deemed expedient. None of these proposals lived to become law. 
Four times now, the Congress has wisely rejected the suggestion that Federal 
money, and the inevitable Federal controls which accompany its cash, be pro- 
jected into the State unemployment-insurance programs. We are considering 
now nothing more than an echo of those same proposals. The reasons which 
prompted the repeated rejections of federalization of unemployment insurance 
are no less valid today, and the gossamer guise of the “temporary” label affixed 
to this fifth attempt makes it no more palatable. 


5. “TEMPORARY” FEDERALIZATION ? 


Those who are deluded by the incredible assumption that the Federal Goy- 
ernment, once it enters this field, will abide but temporarily and then withdraw 
would be hard pressed to find precedent for their blind faith. Even chancing the 
outside possibility of such a withdrawal, the benchmark on Federal benefit levels 
and duration would endure and the precedent would be established for reen- 
trance at any time State action failed to conform to Federal whim or unem- 
ployment anywhere spilled over its “normal” statistics. Those who doubt the 
dire consequences of Federal encroachment in this field would best serve their 
constituents, both employed and unemployed, if they would take the time to 
review the decline and ultimate corruption of the forerunner of our system of 
unemployment insurance. 

England in 1920 and 1921 followed the course of providing so-called extended 
benefits on a govertimentaélly financed basis. The extended benefits were then 
further lengthened until finally all actuarial concepts of the program were lost 
and with it the concept of payment through the establishment of’ right was 
necessarily discarded. The system consequently reverted to the dole system, 
administered on a “needs” basis. Are we bent on traveling this same road de- 
spite the fact that it is now so clearly marked? 


6. EFFECT ON STATE ACTION 


Once we turn our feet down the path of Federal supplementation we must be 
prepared to accept the certainty that the State systems will be lost in the dust. 
The President has repeatedly urged the strengthening of State unemployment- 
insurance systems, and has acknowledged the improvements effected in many 
States since 1954. (See Keonomic Report of the President of 1958, pp. 65, 66.) 
If Federal funds are to be used to extend benefits, and, as some of the proposals 
provide, increase benefit amounts, what hope is there that any State will respond 
to his recommendations? The day the Federal Government enters the unem- 
ployment-benefit field, State action in that field will freeze. The truth of this 
hard fact has already been illustrated simply by the introduction of these pro- 
posals for Federal action.. At least one State legislature (Connecticut) met to 
consider extending its State duration, but has recessed to see what Federal ac- 
tion is taken. At the same time, another State legislature (Michigan) is con- 
sidering an extention of State duration, but along with it the proposal to make 
such extention inoperative if the Federal Government acts in this field. Make 
no mistake; once Federal action in this area is undertaken State action will 
become static, and the point of no return will have been reached. The Federal 
Government will preempt the field. 


7. WHO ARE THE EXHAUSTEES ? 


The additional weeks of benefits provided by these proposals for Federal 
supplementation are designed to pay extended benefits to individuals who have 
exhausted, or will exhaust all of the benefits provided for them under their 
State system. Just who are these exhaustees? Are they individuals whose 
unemployment can be attributed generally to the present economic recession ; 
ostensibly the excuse for the proposed Federal action? We think not. There 
are in most States large numbers of seasonal employees, temporary employees, 
secondary wage earners and in-and-outers who perennially exhaust their bene- 
fit entitlement. The exhaustion rate also runs high each year for claimants 
with little work experience. In at least half of the States a worker can satisfy 
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minimum qualification requirements with from 2 to 5 weeks of work at the. 
average wage in his State and in many States (like Virginia) with a variable 
duration, such individuals exhaust in 10 weeks or less. Experience has shown 
that the exhaustion rates for such individuals is several times as high as those 
with longer duration, based on a firmer attachment to the labor market. 

A prolonged extension of benefits to workers in these categories will mean in 
many instances their total benefits will considerably exceed their total annual 
earnings. This makes unemployment attractive and snuffs out individual 
incentive to seek or accept work. 


8. THE MATTER OF COST 


Then there is the matter of cost. The State unemployment reserve accounts 
are earmarked for benefit payments. They total over $8 billion. (Virginia’s 
reserve account presently stands at approximately $82 million.) The vast 
majority of the States could extend duration and/or benefits, if they determined 
the necessity, without substantially endangering the solvency of their reserve 
fund, and for any State having an impaired reserve a substantial loan fund 
($200 million) exists under present law from which they may obtain an interest: 
free advance. Authorization also exists for congressional appropriations to 
maintain the solvency of this loan fund. (See Employment Security Admin- 
istrative Financing Act of 1952, commonly referred to as the Reed Act.) 

Despite these fiscal facts the proponents of H. R. 11326, and similar pro- 
posals, ask that the Federal Government, a party already, or soon to be, in 
red figures for $280 billion, assume the costs of paying benefits—the very pur- 
pose for which the State reserve accounts have been provided. The State sys. 
tems of unemployment insurance must not be changed every time they are con- 
fronted with a temporary problem. Their systems and their financing have been 
geared to absorb changes and fluctuations in the economy and there should be 
no Federal interference until it is eminently clear that an emergency exists 
which is beyond the means and the powers of the States to meet. No such 
situation exists at this time. 

9. CONCLUSION 


The present proponents of H. R. 11326, and similar measures, some of whom’ 
were arch defenders of our State systems when the four previous bills calling 
for Federal supplementation were defeated, have apparently forgotten that the 
States are still in business. But there are still some of us who believe that a 
program embracing such diverse economic conditions and varied labor market 
conditions as exist in this broad land of ours, can best be governed under the 
State systems as they now exist. Its problems we believe can best be solved 
by those who are closest to them. We are interested not only in government of 
and for the people, but also in government by the people. 

Marcu 27, 1958. 

House Brut No. 11679 


For the most part the administration’s bill to pay so-called temporary addi- 
tional benefits (H. R. 11679) is subject to the same objections and criticisms 
noted in the statement of the Unemployment Compensation Commission and the 
Attorney General’s Office dated March 27, 1958, analyzing H. R. 11326 and simi- 
lar proposals for Federal supplementation of State unemployment-benefit pro- 
grams. The administration bill like the earlier proposals shows the same flagrant 
disregard for insurance principles in awarding benefits and in invading an area 
heretofore reserved to State responsibility. The probability of complete federali- 
zation of the State unemployment-insurance programs if this bill becomes law 
is as distinct as it was the bills considered earlier. 

The two principal differences between the administration bill and the Mills- 
McCormack bill (and the innumerable variations of the latter) are 1. Total 
entitlement (amount and duration): and 2. Financing. The President’s bill 
provides for 50 percent of State entitlement. The Mills bill and others, provide 
for 16 or more straight weeks of benefits at one-half the individuals average 
weekly wage or two-thirds of the State’s average weekly wage, whichever is the, 
lesser. In this respect the President’s bill is slightly more conservative, easier 
to compute administratively, and not quite so inequitable as among individual 
claimants ; but the potential recipients, exhaustees, are still comprised of a large 
number of individuals having little work history and doubtful labor market at- 
tachment. The Mills type bills pin the cost on the general funds of the Treasury. 
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The administration bill requires covered employers to pick up the check for the 
cost beginning in 1963. Thus some businesses, not even in existence today, will 
at that time be forced to reach deep to pay for this folly. The rate at which all 
employers will pay will be uniform without regard to whether the instability of 
their business contributed heavily to today’s unemployment or the stability of 
their business actually absorbed some of that unemployment. 

In other words there is no attempt, as there is under State laws, to proportion 
costs to responsibility. The accusing finger is simply leveled at all covered em- 
ployers 5 years hence and they split the tab at a uniform rate. 

The notion that the States have any real choice as to participation in the 
administration program is pure sham. The Mills type bills all provide for “agree- 
ments” between the States and the Federal Government—the States acting as 
agents in the payment of the supplemental benefits. These bills, proceeding on 
the assurance that no State would be foolish enough to turn its back on a free 
handout, make no specific proviso for a State’s refusal to accept the grant. But 
the administration bill, since its “advance” is of the repayable variety, takes 
the precaution to provide that where a State doesn’t agree to provide the vehicle 
for payment, payment will be made by some Federal agency. This latter alterna- 
tive, although tempting because it keeps the supplement and the regular benefits 
separate and distinct in the claimant’s mind, would require a duplication of State 
facilities, hiring and training of new personnel, transferring quantities of in- 
formation from State to Federal agency, etc.—all at such an increase in ad- 
ministrative costs (ultimately.to be borne by State employers) that it makes 
the choice not to agree too expensive. 


Both the administration bill and the Mills type bills are a direct blow to the 
Federal-State relationship as it exists today. All of these proposals are a decided 
shift toward federalization of the unemployment insurance programs. Although 
the bills differ in mechanics and financing they are all relief and pump-priming 
measures and not insurance. Their effect on State programs would be equally 
disastrous. The choice between them is like deciding whether to drown the 
State programs in cold water or lukewarm water. 

Marcu 31, 1958. 

The Cuamman. You may proceed. You may have a seat, if you 
desire. 

Mr. Hit. I will not be that long. 

Governor Almond has requested that I say to you that he shares 
with this committee the concern over the economic problems facing 
the Nation today but that he is equally concerned with the preserva- 
tion of Virginia’s Unemployment Compensation Commission and its 
unemployment insurance program as we know it today. 

In the statement which I have submitted to the clerk, which is a 
statement that he has asked me to present the views of the State 
ef Virginia on the particular proposals for Federal supplementation 
of unemployment compensation are set forth. I beheve that that 
statement if read by the members of this committee will reiterate only 
the principles which you have already heard so many times today. 

I did want to say to this committee that it has been the historic 
‘position of Virginia on these issues which deal with frittering away 
of the States’ rights, the States’ prerogatives in these fields, to come 
to Washington to say to you that we believe that our problems at home 
can best be governed by those who are closest to those problems. For 
that reason we ask that you seriously consider along with the national 
‘economic problem the question of whether or not you are still givin 
‘us government by the people as well as government of and for the 

le. : 
a r. Chairman, I have already given my statement of the Governor 
to these people. 3 
- The Onarrman. Just a moment, Mr. Hill. 
Mr. Reed. 
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Mr. Reep. Mr. Hill, I have not of course read the contents of this 
paper, but you have made it very clear and very concise and it is a 
very fine statement. I congratulate you, sir. 

The Cuarrman. Mr. Forand will inquire. 

Mr. Foranp. Mr. Chairman, I want to congratulate Mr. Hill for 
presenting the Governor’s statement and I am going to ask him to 
convey a personal message to the Governor. Tell him that we miss 
him here and I suggest that he give up the governorship and come 
back to Congress. 

Mr. Huu. I will be delighted to tell him. 

Mr. Mason. Mr. Chairman. 

The Cuarrman. Mr. Mason. 

Mr. Mason. I cannot resist sending a message to your governor, who 
is a close friend of mine, that he had an able representative repre- 
senting him before this committee. 

Mr. Huw. Thank you, sir. 

Mr. Harrison. Mr. Mills. 

The Cuatrman. Mr. Harrison. 

Mr. Harrison. I will reiterate that message, Mr. Mason, and see that 
it is delivered to the Governor myself, because I want to tell him the 
same thing. 

Mr. Hill, has the regular general session of the Virginia Legislature 
been recently in session ? 

Mr. Hitz. Yes, sir. 

Mr. Harrison. When did it adjourn ? 

Mr. Hix. It adjourned on March 8. 

Mr. Harrison. Were there bills before the assembly dealing with 
this subject matter ? 

Mr. Hit. Yes, sir; there was a bill before both the House and the 
Senate dealing with unemployment compensation and specifically deal- 
ing with benefit amount and duration. 

Mr. Harrison. And to what extent did the assembly consider those 
measures ? 

Mr. Hux. There were public hearings held in both Houses and after 
a thorough consideration of them the General Assembly of Virginia 
decided that the present limits of the unemployment compensation 
law were adequate to meet the needs that presently exist in Virginia 
and there was no change. 

Mr. Harrison. That is all. 

The Cuarmman. Are there any further questions of Mr. Hill? 

If not, Mr. Hill, we thank you, sir, for coming to the committee. 

We will now hear from our distinguished colleague, the Honorable 
Louis C. Rabaut, of Michigan. 


STATEMENT OF REPRESENTATIVE LOUIS C. RABAUT, OF MICHIGAN 


Mr. Rasaut. Mr. Chairman and members of the committee, I wish to 
thank the committee for giving me this opportunity to express my 
views on the subject of emergency extension of unemployment compen- 
sation benefits, 

The problem of unemployment is indeed a serious one. Over 51% 
million workers are presently unemployed and many of these have 
been without work for an extensive period of time. In the city of 
Detroit, part of which I am privileged to represent, over 15 percent 
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of the working force is unemployed. This, may I add, is 24% times the 
6-percent figure that officially lentes an area as one of “substantial 
= surplus.” Detroit is not the only area with such an extensive 
surplus of unemployed workers—the steelworkers in Ohio and Penn- 
sylvania, aircraft workers in California, coal miners in West Virginia, 
oil workers in Texas, auto workers throughout Michigan, farm-equip- 
ment workers in Illinois—in every kind of industry and every geo- 
graphical area in this country wages and employment have dropped 
drastically. 

I am very gratified to see this committee conducting hearings on this 
important question and I hope that Congress will act soon to alleviate 
the plight of the unemployed and give the economy of this country a 
aa needed boost. The bills, H. R. 11326, introduced by the dis- 
tinguished chairman of this committee, and H. R. 11327, introduced 
by the House majority leader, John W. McCormack, of Massachusetts, 
both adequately provide for the emergency extension of unemployment 
compensation. 

I strongly favor the immediate passage of such legislation, but I also 
call on the members of this committee, as well as the other Members of 
Congress, to give serious thought and action to legislation that would 
permanently improve and strengthen our Federal-State unemployment 
insurance program. Just such legislation has been introduced by a 
distinguished member of this committee, Eugene J. McCarthy, of Min- 
nesota. Senator John F. Kennedy, of Massachusetts, has introduced 
the same legislation in the United States Senate. 

For years the people familiar with the subject of unemployment 
compensation have called for a revising of the present program in 
order that the laws can be modernized and made to fit the cade of the 
times. It is unfortunate, however, that this matter did not receive 
attention at an earlier date, as it is long overdue and the lack of a mod- 
ernized unemployment compensation program has caused severe hard* 
ship on millions of our unemployed workers. Many of our unem- 
ployed workers have been without work for a long period of time and 
have exhausted all savings and unemployment compensation benefits. 
The expected upturn in business activity and employment, predicted 
by the President for the month of March, has not materialized and 
some well-known economists predict that no appreciable increase will 
occur until the last quarter of this year. What then is the answer to 
such a problem ¢ 

The administration’s proposals regarding unemployment compensa- 
tion, announced on March 25, are wholly inadequate to the needs of the 
unemployed. Basically, it calls for an increasing of the present Fed- 
eral loan fund to enable States to borrow funds to pay workers a sup- 
plementary benefit for an additional period equal to one-half the 
period for which he is already eligible under existing State law. Since 
in some cases workers receive unemployment benefits for as few as 6 
weeks, the extension of benefits for an additional 3 weeks will do little 
to solve the basic problems of the unemployed. 

The States must repay these loans within 4 years or their employ- 
ers will be subjected to an additional Federal tax. Further, the ad- 
ministration plan does nothing to increase benefits or extend duration 
on the basis of permanent standards such as proposed by the Presi- 
dent. It does nothing about jobless workers now drawing no benefits 
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at all due to inadequate coverage and arbitrary disqualifications, 
Finally, the administration proposals do nothing for those States 
which are prevented by State constitution or statute from borrowing 
Federal funds. Other States will be unwilling, or unable to accept 
such loans—thus obligating their future revenue and employers— 
without State legislatures first acting on the matter. These proposals 
are also inadequate and misleading to those unfamiliar with the 
unemployment-compensation program. 

The Federal-State jobless insurance program was designed to pro- 
vide benefits to workers sufficient in amount and duration to enable 
them to maintain decent living standards and pay their necessary 
obligations until new work could be obtained. This protected the 
worker, his family, as well as his grocer, landlord, and other mer- 
chants dependent upon the worker for their livelihood. The most 
important feature of this program is that it guarantees a certain 
amount of purchasing power to the unemployed worker in the local 
economy, which is the key to meeting effectively any recession or eco- 
nomic setback that might threaten our economy. Therefore, it is 
imperative that the unemployment-compensation program be brought 
up to date in order to guarantee that purchasing power will continue 
as the major weapon against recessions in our economic and social 
framework. 

I have briefly pointed out, as others have before me, the great need 
for immediate action on this matter. I hope that immediate con- 
sideration will be given the bills introduced by Chairman Mills and 
Majority Leader McCormack, and I also hope that the Kennedy- 
McCarthy unemployment-compensation bill will receive prompt at- 
tention and serious consideration. The passage of this bill is of the 
utmost importance to the well-being of the workers of this country 
and the economy of the Nation. Briefly, the basic provisions of the 
Kennedy-McCarthy bill are: (1) Higher maximum benefit. levels. 
(2) Longer duration of benefit payments—up to 39 weeks for those 
who cannot find employment in that time. (3) Coverage for em- 
ployees of small businesses—those with one or more employees at any 
one time. (4) More reasonable eligibility and disqualification pro- 
visions. (5) A reinsurance fund that will provide grants to host 
States with depleted reserves. Dr. Arthur Burns, noted economist 
and adviser to the President, has said: “The most constructive and 
immediate step would be to improve unemployment-insurance pro- 
grams. Unemployment insurance is the Nation’s first line of defense 
against depression. The present laws don’t really do the job and 
there is considerable room for further improvement.’ 

The Kennedy-McCarthy bill is the further improvement needed in 
this field and is the answer to the complex problems brought about 
by our millions of workers being unemployed. The 514 million un- 
employed workers of this country wait expectantly for congressional 
action, and I hope we can act soon before it is too late. Thank you. 

The Cuarrman. If there are no questions, we thank you for giving 
us your views. 

The CHarman. We will now hear from our distinguished col- 
league, the Honorable Elizabeth Kee, of West Virginia. 
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STATEMENT OF REPRESENTATIVE ELIZABETH KEE, OF WEST 
VIRGINIA 


Representative Kee, Mr. Chairman, I appreciate this opportunity 
to urge the committee to approve legislation providing for Federal 
help to the States in extending the period during which unemploy- 
ment compensation can be paid to men and women out of work. 

I know you will give this serious problem your careful and best 
attention. You will, I am sure, recommend to the House a bill which 
will see to it that unemployment compensation is not abruptly cut 
off during a period of mounting unemployment when jobs are harder 
to find. 

What concerns me primarily, Mr. Chairman, is the type of help 
which the Federal Government will extend to the States. In my 
opinion, it would be a serious mistake to make the assistance in the 
form of loans to the States which must be repaid to the Federal 
Treasury at some future date. 

The net effect of this would be an increase in the tax which em- 
ployers must pay on their payrolls. Such a tax increase could cre- 
ate serious hardships for employers. It could threaten the stability 
and soundness of the various State plans. 

It is my considered opinion that the Federal Government should 
make grants to the States to cover the cost of the added period during 
which payments are paid. This is the only fair, equitable way to 
handle the problem. 

There seems to be widespread agreement that the period during 
which payments are made should be extended. I certainly concur in 
this opinion. Unemployment is an extremely serious matter. Many 
men and women 5 be unable to find jobs until there is a definite 
pickup in the economy. Already a large number of our unemployed 
have exhausted their unemployment compensation and their families 
are in dire need. 

An extension of the period for receiving unemployment compen- 
sation is urgently needed in areas suffering the most from the reces- 
sion. In most coal-producing areas in my congressional district, un- 
employment runs as high as 50 percent. A large number of miners 
have already exhausted their benefits. Others are approaching the 
time when all income will be exhausted. There can be no question 
about the urgency of the situation. 

Also, Mr. Chairman, I want to comment briefly on charges that 
Federal action along this line represents a threat to State supervision 
and control of the unemployment compensation system. This is an 
idle fear and has been teeaa by groups that have never enthusi- 
astically supported the program. 

I am sure you share with me the belief that federalization of the 
program is neither feasible or desirable. Also, Mr. Chairman, I can- 
not conceive of this great committee, composed of some of the ablest 
Members of the House, agreeing to any legislation which would sub- 
ordinate the interests of the States to the Federal Government. 

The fact that the Federal Government steps in to extend help dur- 
ing an emergency period such as is presently existing is not, in my 
opinion, any real threat to the system. This would be joint, cooper- 
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ative action—just as the entire unemployment compensation program 
has been from its beginning. 

The Cuarrman. If there are no questions, we thank you for giving 
us your views. 

We will now hear from our distinguished colleague, the Honorable 
Henry S. Reuss, of Wisconsin. 


STATEMENT OF REPRESENTATIVE HENRY S. REUSS, OF WISCONSIN 


Representative Reuss. Mr. Chairman, I want to express my whole- 
hearted support for legislation now under consideration by this com- 
mittee to broaden, extend and increase benefits under the Federal- 
State unemployment insurance program, and specifically to urge 
prompt and favorable action on H. R. 10570, the Kennedy-McCarthy 
bill to accomplish these objectives. 

The unemployment compensation program, like other programs 
enacted in the 1930’s to combat depression and stabilize our economy, 
simply has not kept pace with the rising level of the economy. There 
has been inaction for too long at both Federal and State levels. Now, 
with 514 million unemployed, there is a sense of urgency. It takes 
a serious recession, unfortunately, to focus attention on the short- 
comings of programs of this kind. 

The original intent of the unemployment compensation program 
was to provide payments of no less than 50 percent of a worker’s lost 
earnings. In 1939 that was a fact in every State. Today even in the 
States that have done the best job, the maximum weekly benefit pay- 
ment is less than half of the laid-off worker’s lost wages. The average 
benefit for all States is only 33.percent of lost wages. The bill I 
support would correct this inequity by fixing the maximum benefit at 
not less than two-thirds of the State’s average wage. 

Only 7 States have a 26-week duration for unemployment compen- 
sation benefits. Wisconsin is one of these States. Yet in my State 
of Wisconsin, the number of laid-off workers who have totally ex- 
hausted their benefit rights in the current recession is alarming, and 
is growing steadily, at the rate of more than 700 a week according to 
the latest figures I have seen. This situation will get worse, because 
if and when economic conditions improve, the worker laid off first is 
usually the last one called back. I support, therefore, an extension 
of the benefit period to a minimum of 39 weeks. 

Today some 25 percent of our workers are not covered by unemploy- 
ment compensation. This bill would properly extend coverage to 
virtually all persons covered under the old-age and survivors insurance 
program. It is important to establish uniform minimum standards 
for all the States, and this bill does that, too. 

The cost of the improved program will properly be borne primarily 
by the Federal Government. 

Inadequate unemployment compensation standards not only deprive 
workers of security but cost the Nation millions of dollars in pur- 
chasing power. It is the duty of the Congress now to achieve greater 
security against unemployment and restore at least some of that lost 
purchasing power. 

The Cuarrman. If there are no questions, we thank you for giving 
us your views. 
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We will now hear from our distinguished colleague, the Honorable 
Charles A. Vanik, of Ohio. 


STATEMENT OF REPRESENTATIVE CHARLES A. VANIK, OF OHIO 


Representative Vanrk.. Mr, Chairman, as Representative of the 21st 
District of Ohio, which includes most of the east side of the city of 
Cleveland, I want to take this opportunity to urge your committee’s 
approval of legislation to extend the period of unemployment com- 
pensation benefits to at least 16 weeks and to increase benefits to an 
amount equal to 50 percent of an individual’s average weekly wage 
and up to two-thirds of the average weekly wage earned by employees 
within a particular State. 

In order that the benefit of this program can be extended to the 
great numbers of unemployed persons who have exhausted their en- 
titlement to unemployment benefits under existing law and to those 
who face the practical problem of sustaining family life on present 
benefits, I respectfully urge that the payment of the increased 
benefits for the extended perieds be financed from Federal funds 
without State contributions. State participation would not be pos- 
sible without new State legislation which could not be enacted in time 
to help in the current unemployment crisis. 

In Ohio, almost 160,000 people have exhausted their unemployment 
compensation benefits, while an additional 140,000 are endeavoring to 


sustain family life on inadequate current unemployment compensation 
payments. In Ohio, we face an additional problem which results from 
the reluctance of the Bureau of Unemployment Compensation to pay 
supplemental unemployment benefits established under collective bar- 


gaining plans between labor groups and employers. Approximately 
$10 million are being withheld in Ohio pending the decision of review- 
ing courts. Originally the Bureau of Unemployment Compensation 
of Ohio determined that the supplemental unemployment. benefits 
could not be paid unless they were deducted from State benefits. The 
common pleas court of Mahoning County, Ohio, ruled recently that 
the supplemental unemployment benefits were payable in accordance 
with the terms of the contract between the unions and the industries. 
At the present time this decision is being taken to the court of appeals 
and the supreme court for review, and it may be midsummer before 
a final determination is made on this issue. Meanwhile, the purpose 
for which these benefits were intended is being completely ignored. 
Thousands of needy families are being denied the vital help which 
these benefits would provide at this particular time. There is an 
urgent need for legislation to provide that State benefits cannot be 
denied or reduced because of a supplemental unemployment benefit 
agreement or plan established invents collective bargaining. 

Speed is of the essence in the present crisis. If the families of the 
unemployed are to maintain their integrity and hope for the readjust- 
ment of our economy, it is imperative that legislative and financial 
relief be provided by the United States Congress at the earliest prac- 
ticable moment. 

The Cuarrman. If there-are no questions, we thank you for giving 
us your views. 
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We will now hear from our distinguished colleague, the Honorable 
Florence P. Dwyer, of New Jersey. 


STATEMENT OF REPRESENTATIVE FLORENCE P. DWYER, OF 
NEW JERSEY 


Representative Dwyer. Mr. Chairman and members of the com- 
mitte, the chief question now before this committee seems to be, “Is 
the rate of exhaustion of unemployment compensation benefits at the 
present time and in the immediate future of such magnitude as to 
require emergency action by the Congress ?” 

Not 3 or 4 months from now, not next year—but now ? 

In my own view, the answer is “Yes.” And this is the reason I 
introduced the bill, H. R. 11543, which is one of several bills presently 
being considered by you. 

Unless I am badly mistaken, this view is also shared by an impres- 
sive number of leading Members of Congress of both parties—includ- 
ing several members of this committee—and by the President of the 
United States and his Secretary of Labor. 

If this view is accepted by the majority of this committee, then 
the problem becomes which, proposal now under study, or which 
amalgam of proposals, promises the most effective and quickest relief 
of this emergency need ? 

Again—relief not 3 or 4 months from now, not next year—but 
relief now ? 

I respectfully suggest, Mr. Chairman, that H. R. 11545 can assure 
the required relief now—before unnecessary further suffering is per- 
mitted, and before the downward cyclical effect of benefit exhaustion 
takes full effect and further depresses the economy. 

My bill will provide, through Federal-State agreeement, for an 
additional 13 weeks of benefits for those people whose benefit rights, 
under their own State system, have been, exhausted this year. Pay- 
ments will be in the amount the family was receiving when the work- 
ers benefit rights were exhausted. Similar relief is provided for 
Korean veterans who have exhausted their unemployment compensa- 
tion benefits. Unemployed railroad workers will also be given an 
additional 65 days of benefits if they have exhausted their payment- 
rights this year. This temporary emergency program would run for 
a l-year period. It would be financed solely by the Federal Govern- 
ment either by grants to the State unemployment agency or, where 
no agreement is in effect in the State, through a Federal agency. 

The need for such legislation is clearly evident. As Secretary 
Mitchell testified on the first day of your hearings: 

In January and February of this year, 292,500 workers exhausted their regular 
benefits. It is estimated that a total of 2.3 million workers will exhaust their 
benefits in calendar year 1958 despite the fact that the potential duration of 
benefits is now longer than it ever was. ' 

In my own State of New Jersey, the number of workers exhaust- 
ing their benefits has reached a weekly average in excess of 2,500 as of 
the middle of March. At that time, nearly 40,000 unemployed work- 
ers had used up completely their eligibility for benefits—approxi- 
mately 1 out of every 4 of the nearly 160,000 claimants for unemploy- 
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ment compensation. The estimated total unemployment as of mid- 
March in New Jersey was 222,000. 

The seriousness of the present unemployment situation is further 
pointed up by the evidence reported in Tuesday’s Washington Post 
that the administration is actively considering a Federal grant-in- 
aid program for unemployment assistance for those not receiving 
insurance benefits. There is no such Federal-aid program at pres- 
ent. And in many States no local program is authorized to assist 
unemployed who either exhaust their regular unemployment com- 
pensation benefits or who were not covered by the system. 

In New Jersey, the sharp increase in the number of persons receiv- 
ing general public assistance, excluding child welfare, old age, dis- 
ability, and blind cases, indicates the increasing burden on public 
resources resulting from the rising rate of unemployment compensa- 
tion exhaustions. As of February 1958, more than 40,000 persons 
were receiving general public assistance—an increase of 13.9 percent 
over the preceding month and a rise of 63.9 percent over February 
L957. 

My bill is substantially the same as the administration’s bill except 
for the fact that it provides that the cost of these supplementary 
benefits will be borne by the Federal Government in the form of 
grants, rather than by the States in the form of repayable loans or 
increased employer tax. The duration of the additional payments 
will be 13 weeks, instead of 50 percent of the individual’s duration 
under his State program. 

In a sense, I believe that this method better carries out the purpose 
expressed in President Eisenhower’s recent message to Congress, 
which emphasized the plight of the workers and their families who 
have exhausted their benefits. He stated at that time: 

I believe that these workers and their families should be enabled temporarily 
to receive weekly benefits for a longer period than is now in effect so that in the 
current economic situation they and their families can obtain a greater meas- 
ure of security. 

My bill is designed to provide emergency payments of adequate 
duration, on an equal basis, to the unemployed worker even though 
his State may not have conformed to the President’s recommendations 
as to duration of benefits. This, it seems to me, is the only equitable 
solution, For we should not compound the distress of a worker in a 
State with benefits of short duration by restricting him to equally 
short Federal emergency benefits. The 13 weeks of additional bene- 
fits in my bill is more realistic, in my view, than variable periods 
provided by H. R. 11679 which, Secretary Mitchell has estimated, 
will provide an average of only 714 weeks of additional benefits. 

On the other hand my bill, like the administration’s bill, retains for 
the States the important responsibility and prerogative of deter- 
mining the amount of weekly benefits. Unlhke H. R. 11326 and 
H. R. 11327, the bills of your distinguished chairman and the majority 
leader, my proposal would not have the effect of increasing benefits, in 
some cases, in a very haphazard manner. The requirement in the 
Mills-McCormack bills that the rate of extended benefits will be an 
amount equal to 50 percent of the individual’s average weekly wage 
(with a limitation that such benefits shall not exceed two-thirds of 
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the average weekly wage earned by employees within the particular 
State) produces some extremely anomalous situations. 

For example, some States with so-called variable duration now 
provide that short attachment to the labor market, as measured either 
in earnings or in time, gives only short entitlement to benefits. In 
many States, a bare attachment to the labor market allows benefits 
for only 5 or 6 weeks. Progressively longer labor market attach- 
ment gives correspondingly longer duration up to the point where 
what is described as “substantial attachment” provides the maximum 
duration allowed in the State law. Thus many short-duration claim- 
ants, it has been pointed out, would receive more benefits per week 
than those who were regularly employed and eligible for the State’s 
maximum duration of benefits. As a result, a worker might be eligi- 
ble for $35 per week for 10 weeks, and then receive $40 to $50 for the 
next 16 weeks—the period covered by the Mills-McCormack proposal. 
In contrast, the steady worker would continue to receive only $35 per 
week for the entire 26 weeks of his State duration and could receive 
the higher rate only after his unemployment continued beyond the 26 
weeks. 

It should be made very clear that my proposal is temporary and 
deals only with an emergency situation. For I am convinced that the 
States will continue to improve their systems within the traditional 
patterns toward the goals set forth by President Eisenhower and our 
Secretary of Labor, James P. Mitchell. These objectives, as you well 
know, call for an increase in the State’s maximum dollar payments 
to the great majority of unemployed workers so that they will equal at 
least half of their regular earnings, and for a uniform duration period 
of 26 weeks. Moreover, I suggest that, for such emergency legislation, 
a Federal grant is more appropriate than a loan inasmuch as a grant 
will not mortgage the reserves and tax resources of State plans in the 
future so as to make the liberalizations which the President has recom- 
mended practically impossible of fulfillment. 

I believe that my bill combines two very important objectives. It 
will deal effectively with the emergency unemployment situation 
which now confronts us. But it does not alter the basic structural 
relationships of our State-Federal unemployment compensation sys- 
tem so that further cooperative progress can be made. H. R. 11548 
does not, in any way, change the standards that the States have set in 
their laws with respect to weekly benefit amounts, eligibility, or dis- 
qualifications. Furthermore, there will not be the possibility of em- 
ployers bearing the full cost of these emergency payments through 
mereased taxes which, in themselves, may have a depressing effect 
upon the dynamic nature of our economy. 

These are important considerations, I believe, especially at this time 
and in this emergency situation. Legislation, like several of the bills 
now before this committee, which would involve such structural 
changes in the present Federal-State unemployment compensation 
system would also involve the requirement of implementing legisla- 
tion by the States. 

This will take time, a great deal more time than we can afford to 
take without also taking interim action extending unemployment 
benefits. 

I will readily concede, Mr. Chairman, that there are serious weak- 
nesses in the existing system—weaknesses recognized by leading 
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economists and Government officials, from the President on down, of 
both parties. These shortcomings include: insufficient coverage, in- 
adequate benefit levels, too brief a period of eligibility, and arbitrary 
disqualifications. 

Clearly, we require a far more comprehensive and uniform Federal- 
State unemployment compensation system, with provision for more 
realistic payments and durations of benefits—both in justice to work- 
ing men and women and as a means of securing greater stability in our 
national economy. 

But, as I have indicated, to correct these inadequacies will require 
State legislation in addition to the Federal legislation you are con- 
sidering. This would be true even if all the States’ legislatures were 
presently in session and if there was unanimous agreement about the 
need for and kind of reform which is needed. Neither of these con- 
ditions exists. 

By all means, let the Congress begin immediately to review and re- 
vise the present unemployment compensation system. But let us not 
fool ourselves into thinking that such comprehensive action will solve 
the immediately pressing problem of extending benefits for those un- 
employed who have exhausted and will shortly exhaust their regular 
benefits. 

There are two distinct and different problems here. Congress must 
face both of them. But let-us not:confuse them. and-thereby fail.to 
meet the emergency need that faces us right now. 

Thank you very much for your cooperation and consideration. 1 
commend my bill, H. R. 11543, to your earnest study and to your sense 
of urgency. 

The Cuarmman. If there are no questions, we thank you for giving 
us your views. 

The hearing record will remain open until Friday, April 4, for the 
receipt of written statements and supplemental material. 

It will be necessary to close the printed record not later than April 4. 

The purposes for which these hearings have been called have been 
completed and without objection the committee will adjourn subject 
to the call of the Chair. 

(The following statements, letters, and telegrams were filed with 
the committee :) 


STATEMENT OF THE ALABAMA’ STATE CHAMBER: OF COMMERCE IN OPPOSITION TO 
H. R. 11326 anv H. R. 11327 


The Alabama State Chamber of Commerce is opposed to any legislation which 
would tend to impose Federal standards and domination of the State unemploy- 
ment compensation programs. The identical bills pending before this committee, 
H. R. 11326 and.H. R. 11327 would. undoubtedly have each of these effects. 

While we are aware that unemployment has increased recently, we do not 
recognize an emergency in our State. Statistics available from our State depart- 
ment of industrial relations reveal that between January and February of this 
year there was in fact a reduction in the number of new applications for unem- 
ployment benefits. During the same time the total number of weeks compensated 
showed a noticeable reduction in its rising tendency. Later reports the second 
week in March 1958 showed the total weeks compensated actually decreased in 
this State. Further statistical analyses reveal that the present recession is not 
nearly so great with respect to unemployment as was the recession that we 
experienced in 1949. Further, this does not take into consideration that there 
are some 20 percent more covered workers in this State at the present time than 
there were in 1949. Therefore,-we do not believe that the facts of this unem- 
ployment situation warrant any action which would undermine or threaten the 
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basic sound principles of our State program. Further, we do not believe that 
the type of action contemplated in these bills should be taken, even though the 
unemployment situation should become worse. 

Our present State unemployment compensation program was designed as an 
insurance program for the purpose of sustaining income of individuals who were 
temporarily unemployed as a result of normal fluctuation of personnel needs of 
employers and in some measure to stem the tide of economic need during busi- 
ness-cycle downturns. Our present system is based on insurance principles re- 
lating an individual’s benefits to his earnings, with the employer financing the 
major part of the program by contributions which are also related to the indi- 
vidual’s earnings and to the employment experience of the employer. Benefits 
paid to eligible unemployed workers are paid as a matter of right without regard 
to the need of individual. This is in line with insurance principles and does not 
constitute a dole. 

Thus, unemployment compensation was never intended to be a relief program, 
however, this is exactly what State unemployment compensation programs would 
be if H. R. 11326 and H. R. 11327 should be enacted. In fact, it would be a relief 
program financed by all taxpayers without a needs test; it would be a discrimi- 
natory relief program in that it would provide benefits to those among the 
unemployed who previously have been in covered employment while no benefits 
would be available to those whose jobs were not previously covered by the 
program. 

Extension of benefits as proposed in these bills for individuals who have ex- 
hausted their benefit eligibility would completely destroy the present principles 
of. unemployment compensation in that it is intended to meet short-term unem- 
ployment needs and that it is insurance. The maximum of duration of benefits 
payments would be increased in our State by almost 100 percent. Once the Fed- 
eral Government has embarked on a program of financing benefits for unemploy- 
ment compensation for any reason the pressures for further extension of benefits 
would be such that only a condition of general labor scarcity would be likely to 
prevent further extension. 

The insurance principle of the Alabama State program would be eventually 
destroyed by the very fact that the total amount of benefits available to the 
individual worker would no longer be related to his earnings. Without this 
relation persons who are only temporarily in the labor market would seriously 
deplete the insurance reserve funds and greatly endanger the benefits of those 
workers who are in fact attached to the labor market and who are entitled to 
such benefits as a matter of right. Over the past decade and a half proponents 
of Federal control of unemployment compensation have repeatedly offered plans 
to institute Federal standards. The Congress has wisely stood by the concept 
that each State can best determine what the provisions of its unemployment 
compensation law should be to satisfy the needs of the State. Alabama's pro- 
gram has been soundly operated under this principle for many years and it is 
obvious that such increases in benefit payments, both amount and duration, 
would deplete the benefits reserve fund in very short order, thus placing the 
State in a position of being forced to accept Federal aid, and as a result of 
that aid, Federal control. 

Under H. R. 11326 the maximums of Federal benefits would be set materially 
higher than the maximum basic benefits paid in any State in the country. 
Under the rule that the maximum benefit payable within each State will be a 
figure. which represents two-thirds of the average gross weekly wage of em- 
ployees in the State, the Federal maximum benefit in Alabama would amount 
to approximately $43. This alone would place an unbearable load on the pro- 
gram in this State. 

We opposed federalization of the State unemployment compensation system 
for several important reasons. As the general proposition we believe that cen- 
tralization in the Federal Government of authority and jurisdiction over do- 
mestic affairs of the States has already gone much further than wisdom 
dictates. More specifically, federalization of the unemployment benefit pro- 
grams would offer a standardized and unsound prescription to attempt to cope 
with widely varying conditions among the States. Alabama has shown a re- 
markable industrial development in the past two decades.. However, it would 
be foolhardy indeed to assume that economic conditions, employment and in- 
dividual needs in this State even remotely compare with the same factors in 
some of the older and more industrialized areas. Any attempt to regulate un- 
employment compensation on the same basis in this State with that in other 
areas would be unworkable and would destroy the future of industrial develop- 
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ment in this State. Further federalization of the benefits programs would 
place upon the already overworked Congress the task of deciding each year the 
highly controversial questions of how high the unemployment benefits should 
be and under what conditions they should be paid. 

It has often been said that unemployment is a nationwide problem. The same 
may be said with equal accuracy of education, criminal law enforcement, civil 
law enforcement, public health, traffic control and any other areas of govern- 
mental services in which the bulk of the services are performed by the local and 
State governments. Yet the United States has grown strong in dealing with such 
problems through the localized approach while many foreign countries that 
might be cited have grown weak and decadent with the federalized or national- 
ized approach. 

It is recognized, of course, that H. R. 11326 and the other proposals like it have 
termination dates, or are emergency measures, and do not in themselves prescribe 
outright Federal standards or controls over the operation of the State programs. 
We emphasize our belief, however, that once the Federal Government enters 
directly into the business of paying unemployment benefits—and once the pre- 
cedents of extended benefits and federally prescribed levels are established— 
withdrawals would virtually be impossible and the principal steps toward com- 
plete federalization will have been taken. This has been demonstrated time 
and time again in other programs and areas in which the Federal Government 
stepped in to provide emergency assistance. 

Reference was made earlier in this statement to the fact that H. R. 11326 is 
discriminatory legislation. Benefits would be paid from Federal funds only to 
individuals who had exhausted their benefits rights under State law. Under 
existing law when an individual exhausts his benefit rights he has no connection 
with the program and will have none until he again has qualified earnings in 
covered employment. Thus, his status is exactly the same as the unemployed 
person who previously had a job which was not covered under the law. Yet 
under this legislation the previously covered individual who had exhausted his 
benefits would be given additional benefits financed by all taxpayers whether he 
needed them or not, but the other previously uncovered individual would con- 
tinue to go without benefit regardless of whether he needed them or not. This 
constitutes a discriminatory dole. 

Probably the most important other factor which raises serious question as to 
the wisdom of emergency legislation with respect to the unemployment situation 
at this time has to do with numbers. While it is the fact that the total number 
of unemployed reached a higher level in February 1958 than at any time since 
1941, a simple comparison of totals is grossly misleading. Such a comparison 
is misleading because the irreducible minimum unemployment figure grows as 
does the total labor force. Therefore, it is necessary to use unemployment data 
in terms of the percentage of the labor force to get meaningful comparisons. — It 
is also necessary to take into account normal seasonal fluctuations in comparing 
portions of a year with portions of another year. Comparing unemployment on 
a percentage basis with the 1953-54 recession we find that unemployment in 
January and February of 1958 was only 1% percent higher than in the same 
months of 1954. On the other hand percentage unemployment in January and 
February of 1950 was 7.3 and 7.6 respectfully as compared with 6.4 and 7.3 
percent in January and February of this year. These are national figures and 
the picture in Alabama shows on a percentage basis that unemployment was 
much worse in the 1953-54 and 1949-50 recessions than it is now. The same is 
true for exhaustion of benefits, new applications, total weeks compensated and 
number of first payments. It is significant that in spite of these facts Congress 
did not even consider such legislation. as. that embodied in H. R. 11326 during 
the 1949-50 or the 1953-54 recessions. 

Unless. there is a pickup in the economy in the next few months it is possible 
that exhaustion of benefits could rise,in,the second and third quarter when the 
recent higher numhers of new claimants will exhaust their benefits if new jobs 
do not become available for them, , However, evidence points to a rise in business 
activity. One favorable factor is the inventory liquidation which began in the 
fall of 1957 and, continued. through most.6f,the first quarter of this year. .This 
factor alone accounts for an appreciable part of the drop in production in some 
manufacturing industries, like steel, and it. has caused. unemployment not only 
in those industries but also in transportation ,which. is directly affected. -With 
inventory being worked, down a more solid, base is being set. for a rise in produc- 
tion activity. In spite of the unemployment, consumer purchasing. power has 
held up remarkably well. Although down from the record. levels reached in 
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the third quarter of 1957, personal income in February stood at a seasonable 
adjusted annual rate of $341.8 billion. This was higher than at any time prior 
to May 1957 and was almost $4 billion more than in February 1957, Other factors 
include the stepping up of military procurement, the renewal of construction 
activity which has been curtailed by the unusually long and severe winter and 
action is already taken by the administration and Congress to accelerate such 
programs as housing. 

In conclusion, we do not believe that any emergency action with respect to un- 
employment compensation is warranted by the Congress and further, if unem- 
ployment conditions continue to worsen to the point where need for Federal 
assistance becomes apparent the assistance provided should have no connection 
with the unemployment compensation.system. 


STATEMENT BY ARTHUR C. CoNDE, EXECUTIVE VICE PRESIDENT INDIANA MANU- 
FACTURERS ASSOCIATION, INC., ON EXTENDING UNEMPLOYMENT COMPENSATION 
PAYMENTS 


Mr. Chairman and members of the House Ways and Means Committee, the 
Indiana Manufacturers Association, Inc., consists of about 1,350 various sized 
companies engaged in manufacturing in all sections of Indiana. This statement 
conforms to previously established policies of the association. 

Our unemployment compensation system is composed of numerous and varied 
State and Territorial plans. It grew from the Federal Unemployment Tax Act 
of 1935 which has had the effect of requiring States to levy taxes on employers 
to provide benefits to persons in “thost types’ oferipleyment’ who’ while’ still 
in the labor force are temporarily unemployed. The Federal statute provides 
requirements for basic minimum coverage and creates a very general outline 
from which the States have created their individual plans. Individual State 
statutes provide for maximum weekly benefits which vary from a low of $26 
a week to a high of $70 a week and they provide minimum benefits in various 
amounts from $5 to $17 a week. The maximum number of weeks for which 
benefits may be drawn varies similarly from 16 weeks in 1 State to 30 weeks 
in another State. Not all persons eligible for benefits are entitled to receive 
them for the maximum period and the methods of establishing whether benefits 
may be drawn for the maximum period or for what lesser period they may be 
drawn also varies from State to State. The conditions which a covered employee 
must meet before drawing benefits and the steps he must take to establish the 
fact that he is in the labor market and looking for work have also been left to 
the discretion of the individual States. 

Almost all unemployment compensation plans have provided a system of ex- 
perience rating under which employers pay less than a maximum tax if their 
employees or former employees do not draw extensive benefits. Thus, it is made 
desirable for an employer to report facts pertaining to the eligibility of separated 
employees to the State authorities. Financial encouragement is also given by 
this device to stabilize employment. Each of these variable factors has been 
determined State by State in legislative bodies on the basis of conditions and 
experience in the particular State involved. Some of the considerations that 
have affected :these determinations are is follows: 

1. A desire to provide for persons temporarily unemployed. 

2. A desire to keep the financial burden on employers within reasonable 
limits. 

3. A desire that benefits not be of sufficiently long duration or in suffi- 
ciently high amounts to encourage persons drawing benefits to remain 
unemployed. 

4. A desire to prevent distortion of the present economic system. 

If by Federal action it should be provided that benefits be continued over a 
given percent of the period the present State laws now provide, there would be 
unequal appligation. A man. presently, entitled to 6-weeks’ benefits at $5 a week 
would receive only $15 if he were given a 50-percent extension while another 
persons might receive $70 a week for 15 weeks under a similar percentage 
extension. 

A flat increase of 13 weeks in benefits to all persons still unemployed after 
their benefits are exhausted might in one situation grant to a man who had only 
6 weeks’ eligibility more than twice the additional benefits presently provided by 
statute while in the case of a man who had 30 weeks’ eligibility it might provide 
less than 50-percent additional benefits. Similarly, it might provide only an 
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additional $5 a week to one person and an additional $70 a week to some other 
individual. 

For the calendar quarter ended December 31, 1957, of all the claimants who 
exhausted their unemployment compensation claims in Indiana, 49.68 percent 
were eligible for 14 or fewer weeks. Many of the exhaustees during that period 
had had so little attachment to the labor market that they would have drawn 
more in benefits while not working than they had earned in wages to qualify 
for benefits, if benefits had been extended as now proposed. 

If these additional benefits were to be provided through Federal funds it 
would be an unequal treatment of people in similar situations. If they are to 
be provided from the State funds derived from taxation of employers, then the 
tax burden of employers would be increased in an unequal manner-and this 
would be a great step toward removing the discretion and judgment of the indi- 
vidual States in their plans. It would also place the cost of emergency relief on 
one segment of the economy, that is, employers, and particularly those employers 
experiencing poor business and high unemployment. 

State plans have not remained constant since 1985. In 1935 most States pro- 
vided for maximum benefits of $15 a week for 15 weeks. As previously pointed 
cut, while present systems vary greatly they have been greatly liberalized and 
seldom does a year go by that a State does not increase benefits, change duration, 
or change eligibility requirements. The taxes which are imposed vary greatly 
from State to State. In 1957 in 1 State the average tax was 0.5 of 1 percent 
while in another State the average tax was 2.3 percent. In some States em- 
ployers may qualify for a zero rate of tax while in other States employers with 
considerable unemployment may be subject to a rate of tax of more than 4 
percent. 

Our unemployment compensation system has met its objective—It has existed 
through downturns of business in 1937, 1949, and 1954. Throughout its history 
there have been repeated suggestions that Federal Government set up standards 
which control eligibility, amounts, and duration of benefits. Generally it has 
been the thought of those advocating Federal control that the Federal authorities 
would provide longer duration and higher benefits and more liberal eligibility 
and disqualifying standards without any consideration of differences that might 
exist in conditions in the various States. However, prior suggestions have been 
universally rejected on the basis that the States have been successful in tailoring 
their plans to their problems. 

It is important to bear in mind that not all employed persons are covered by 
unemployment compensation and that not all persons who are covered, and who 
do draw benefits, are in need. No State to our knowledge has ever included 
“need” as a consideration as to whether or for how long benefits should be drawn 
or how much the benefits should be. Unemployment compensation systems have 
been similar to insurance plans with the tax on the individual employer depend- 
ent upon his experience and the benefits of the individual employee dependent by 
how long he has worked and what his compensation while working has been. 
Any Federal change would tend to break down this insurance character in our 
unemployment plans and to the extent that it would tend to make all employers 
subject to the maximum tax rate whether or not they cooperated in the adminis- 
tration and enforcement of the act.and without regard to what effort they made 
to maintain as steady as possible employment. It would tend to defeat the in- 
centives which have provided sound administration for over 20 years. 

Under the proposed extension theory, eligible exhaustees would receive addi- 
tion benefits without regard to need. A study made in Indiana for persons ex- 
hausting their claims between October 1, 1955, and March 31, 1956, presents some 
interesting facts. Four months after drawing all their unemployment compen- 
sation benefits, 14 percent of the men and 22 percent of the women decided they 
were no longer in the labor market. Furthermore, 27 percent of all exhaustees 
were either married women or single men under 25 years old. A vast majority 
of this 27 percent were secondary wage earners and would not pass a “needs” 
test for relief. 

While the proposal to extend unemployment compensation payments would 
give additional money to people who do not need relief, many people who are 
seriously in need of such help would not receive any aid under this program. 
Many not covered under State unemployment compensation laws, either because 
of the size, type, or nature of the employing unit, and who have not been receiving 
any unemployment compensation payments are more in need of assistance than 
claimants who had little attachment to the labor market or who are secondary 
wage earners. And while the proposal under consideration is for a limited ex- 
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tended period, if the emergency still exists at the end of that period, what can stop 
another extension, and another, etc.? Will this method not set a precedent for 
future slumps in business, and who will determine at what point such a slump 
does exist so that the extension can go into effect? 

Any attempt to provide relief through existing unemployment compensation 
programs not only fails to accomplish this purpose but jeopardizes the entire 
unemployment compensation system. Thus it is our feeling that if benefits are 
to be given to the needy it should be done through a relief program under which 
need 2 established and the benefits are then paid to all in need and only to those 
in need. 


STATEMENT BY Ropert A. Horney, 3p Vick PRESIDENT AND CHAIRMAN OF THE 
STATEWIDE INDUSTRIAL INSURANCE COMMITTEE OF THE CALIFORNIA STATE CHAM- 
BER OF COMMERCE ON EMERGENCY EXTENSION OF FEDERAL UNEMPLOYMENT CoM- 
PENSATION BENEFITS 


The basic position of the California State Chamber of Commerce is that the 
individual States are better qualified than any other unit of government to 
decide on what terms and conditions unemployment-insurance benefits should 
be paid to their citizens, in the best interests both of those citizens and of the 
States’ economies. We do not accept the premise that there is any one benefit 
level, any one eligibility test, any one set of disqualifications, any one duration- 
of-benefit period which is the only satisfactory standard for all the States. 

One example of our concern about, and willingness and ability to do some- 
thing about, the adequacy of our unemployment-insurance program here in Cali- 
fornia is our leadership in broadening coverage to include employees having one 
or more employees. This requirement became effective in 1946. Contrast this 
with the fact that it was not until January 1956—a decade later—that the Fed- 
eral Government extended coverage to employers of 4 or more: and prior to 
that time, coverage was applicable only to employers have 8 or more employees. 

We acknowledge the role of unemployment insurance as an integral part of 
an industrial economy. We agree with the principle that a portion of wage 
loss resulting from involuntary unemployment should be replaced for a limited 
period of time. Unemployment insurance, however, is not a suitable mecha- 
nism to cope with the problem of persistent underemployment of the labor force 
for extended periods of time. 

The use of the unemployment-insurance system for such a purpose would 
require conisderably higher payroll tax contributions than those now_in effect 
or provided for by statute. It seems obvious that an additional tax on payrolls 
would not be conducive to their expansion or to improved employment, oppor- 
tunities. 

There are several other reasons Federal supplementation and extension of 
benefit duration should be looked at critically, even though the reasons set forth 
above are persuasive in our judgment. Briefly, they are: 

1. Seasonal workers who chronically have exhausted their benefits in the 
past will be eligible for additional benefits despite the fact that the .current 
decline in job opportunities has no effect upon the seasonal workers’. historical 
employment pattern. 

2. In California a substantial proportion of those exhausting benefits are 
supplemental wage earners. There is still income from employment in many 
family units even though one worker in the family is unemployed. Although 
a “means test” is not a part of the unemployment compensation. system, it cer- 
tainly should be taken into consideration in evaluating the justification for any 
program activated on the basis of meeting a crisis. 

Turning to the specific legislation which is now or may be under consideration 
by the Ways and Means Committee, we strongly urge that H. R. 11326 by Con- 
gressman Mills and H. R. 11327 by Congressman McCormack, or any similar 
legislation, be rejected by the committee. Both bills propose to establish a 
Federal standard for benefit amounts. Even more extreme is H. R. 10570, intro- 
duced by Congressman McCarthy and pending..before this committee. This 
bill provides for not only a Federal benefit standard but also for Federal 
standards in other important areas historically subject to State jurisdiction. 
Further, the McCarthy bill would delete that portion of section 3304 (c) of the 
Internal Revenue Code known as the Knowland amendment. This deletion 
would deny to the States the hard-won and fully debated right to review of 
their unemployment-insurance statutes by their administrative tribunals and 
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courts before the Secretary of Labor can act to declare the State statute out 
of conformity. 

Here in California we had a very clear reminder of the gravity of the con- 
formity problem when, in 1955, the issue was raised by the Secretary of Labor. 

Although time limitations have precluded a detailed analysis of the admin- 
istration’s proposal, it appears that the basic provision of the bill is to supplement 
by one-half the total amount of a claimant’s regular benefit from the State, such 
supplemental payment to be made at the State benefit rate, following the exhaus- 
tion of benefits payable under the State law. There is also a repayment pro- 
vision, effective in 1963, to reimburse the Federal Government in the amouat 
advanced by it to the States for payment of benefits. 

Of the three proposals, the administration’s is certainly the least objectionable. 
However, the fact cannot be ignored that the States have ample unemployment- 
insurance funds to finance an increase in benefits, an increase in duration, or both, 
if in the judgment of the States’ legislatures it is deemed wise to do so. 

We believe Congress is fully justified in relying upon the States to act in behalf 


of the best interests of their citizens in providing assistance when and where 
it is needed. 


STATEMENT OF THE IDAHO STATE CHAMBER OF COMMERCE CONCERNING LEGISLATION 
To PROVIDE FOR AN EMERGENCY EXTENSION OF FEDERAL UNEMPLOYMENT-COM- 
PENSATION BENEFITS 


This statement is made on behalf of the Idaho State Chamber of Commerce 
which has as its members representative numbers of every class of employers 
covered by the unemployment compensation program for the State of Idaho. 
Our statement is in reference to the various proposals now being considered by 
this committee to extend unemployment compensation benefits through Federal 
as distinguished from State action. 

As we understand, there are two specific bills under consideration by the 
Committee on Ways and Means designed to accomplish the objectives sought. 
These are H. R. 11326, introduced by Chairman Mills, and H. R. 11327 introduced 
by House Majority Leader John W. McCormack. These bills would: 

1. Extend the period during which unemployment compensation benefits 
would be paid; 

2. Increase the weekly benefit payments; and 

8. Standardize unemployment compensation benefits throughout the Nation. 

Aside from the provisions of the bills mentioned, there have been indications 
in the press and otherwise that this committee will be urged to approve legisla- 
tion to liberalize the eligibility requirements of existing laws in order that unem- 
ployment-benefit payments may be obtained by greater numbers of unemployed 
persons under conditions more easily met than those now in effect. 

Before discussing these proposals it seems pertinent to us that brief considera- 
tion be given to basic purposes of the unemployment compensation system as 
it exists today. This system was created to provide some support in the form 
of partial wage loss replacement for individuals who are involuntarily unem- 
ployed. The program was never intended to constitute a relief or public assist- 
ance activity on the part of either the Federal Government or the States partici- 
pating in the program. Active State participation was and is provided in 
recognition of the fact that employment problems are different in the various 
States and the various communities of the Nation. 

It must be remembered always that the program is not and was never intended 
to be a British type of dole. The unemployment-compensation system was and 
is based on the proposition that it is to provide for the payment of benefits as a 
matter of right on a strict accounting basis somewhat like insurance. 

The characteristics of the program are designed to preserve the incentive 

to produce. Obviously this objective to encourage production through work 
would be defeated if benefit payments are placed at such a level as to destroy 
or impair substantially the incentive to work and the incentive to seek new 
employment when a condition of involuntary unemployment exists. Stated differ- 
ently, the extent to which unemployment compensation encourages the unem- 
ployed workman to seek new work and provides support while he is doing so, 
the program is constructive and valuable under the theory of its adoption. But 
if the program is changed so that under it benefit payments are made at such 
an attractive rate and for such an extended period so as to seriously weaken or 
destroy the desire of an unemployed person to seek new work, then it becomes 
an unwarranted burden on the economy, not only on employers who are the 
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sole contributors to unemployment compensation funds, but also upon deserving 
employees whose security during periods of involuntary unemployment depends 
on the unemployment compensation fund. 


FEDERAL STANDARDIZATION 


Perhaps the Federal standardization aspect of pending proposals mentioned 
earlier should receive first attention. This proposal, if adopted, would effectively 
preclude any State from adopting standards designed to meet the specific unem- 
ployment needs of that State. It would deny to individual States that area for 
legislation and control best meeting the needs of the State concerned, and would 
eliminate any existing flexibility in the unemployment compensation program. 

We doubt that anyone can deny the fact that the problem of unemployment 
became significant to the Nation and to the various States because many peoples, 
with no means of livelihood other than industrial employment, have been con- 
centrated in cities and urban areas. As a consequence, unemployment problems 
arise in significant proportions in those localities and in those States where 
the population is primarily dependent on commerce and industry. This fact 
is clearly proved by the unemployment situation as it exists today. We recog- 
nize, of course, the problem is serious in many localities, but we submit, it is not 
of such a character as to warrant the imposition of nationwide standards and 
rules without reference to the needs of individual sovereign States, as would be 
the case if pending proposals are adopted. 

Any problem including that of unemployment which does not have and can- 
not have an arithmetic answer, or which is one requiring judgment as to its solu- 
tion, should be considered in light of its individual impact. To illustrate, a 
problem involving the same subject may exist in such proportions as to threaten 
the public health and safety of community A but its impact maybe of minor 
significance to community B. For example, let us assume there occurs today at 
the same time a general breakdown of water facilities in community A and a 
partial breakdown in community B. Obviously each community would have a 
problem dealing with the same subject and requiring some solution. But the 
proper solution for each is not the same. 

ln the case of community A, the appropriate solution may demand drastic 
governmental action involving strict control over the available water supply 
with stringent limitations placed on its use. Further, the final’ solution may 
require complete replacement of the water-supply facilities.’.. Thus for an 
extended period, any nonessential use of water might have to be prohibited and 
every activity creating a possible fire hazard might have to be prevented. 

In community B, on the other hand, the most drastic solution to is water- 
supply problem might well be imposition of limited water use control while 
minor repairs of existing facilities are effected. 

Many other illustrations of the differing community problems may be given. 
In the case of public-utilities services, any breakdown, small or large, has 
an immediate impact on some users requiring immediate corrective action. 
Seldom, if ever, however, is identical corrective action required in two different 
situations. 

It is not intended by the illustrations used to belittle unemployment condi- 
tions as they may exist in any section, community, or State of the Nation. 
Nevertheless, we do question the advisability or justification for imposing on a 
nationwide basis a possible solution to a problem which may be properly appli- 
cable only in a few States of the Nation. To so federalize the unemployment- 
compensation system at this time would substantially destroy State partici- 
pation in this program, and eliminate the sound proposition underlying the 
unemployment compensation system that localized problems can and should be 
considered in relation to the place where they exist. Such a drastic step is 
wholly unnecessary to meet current unemployment conditions and would con- 
stitute an additional and unwarranted Federal encroachment upon functions 
best left to the States for their performance. 

Because of the physical and geographical conditions of the State of Idaho, 
resulting in our population centers being widely separated by vast areas of 
farm, timber, and even wasteland, we in Idaho are perhaps more conscious than 
some citizens living in certain other sections of the country of the specialized 
character of local area and community needs. This situation does not diminish 
but instead supports our view that unemployment problems cannot and should 
not be sought to be solved on any basis more extensive that statewide. 
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EXTENSION OF PERIOD FOR BENEFIT PAYMENTS AND HIGHER BENEFITS 


The proposals to extend the period for benefit payments and to increase the 
rate of payment should be considered together. Under them, benefits would 
be extended by 16 weeks during which period the weekly amount. would be 
equal to one-half of the individual's weekly wage, but not more than two-thirds 
of the average weekly wage within the State. Benefit payments during the 
extended weeks, in many instances, would exceed the payments. under existing 
State law. 

Adoption of the extended benefit proposal would greatly and unfairly unbal- 
ance the system in effect in the State of Idaho and in many other States, under 
which benefits of variable duration are paid depending upon the length of 
time an unemployed person has been attached to the labor market. Under 
such variable duration system which was designed to meet in a realistic fashion 
the pattern of employment in our State, an unemployed person who has been 
attached to the labor market for only a short period receives benefits for fewer 
weeks than an individual who has been attached to the labor market for a 
longer period of time, or one who has been a steady worker. Under the higher 
benefit proposal, an unemployed person having had a short period of employ- 
ment may receive State benefits at $40 per week for 6 weeks by reason of our 
State program and ‘then. receive extended benefits-at $50 per week for the next 
20 weeks; whereas, the steady employee entitled to maximum State benefits 
would receive $40 per week for the identical 26-week period. The rate of 
weekly unemployment benefits in the State of Idaho now average $35 per week 
as compared with the maximum permissible rate of $40 per week. 

Of course, it might be argued that this unfair situation merely demonstrates 
the inadequacy of the State benefit rights, This argument however, will not 
withstand scrutiny. 

Duration time of benefits is necessarily an arbitrary period. The period. 
presently accepted as appropriate for commencement of benefit payments is 1 
week of unemployment; and the most generally acceptable period of duration is 
26 weeks; the period over which payments are made in the State of Idaho and 
in the majority of the States. The extension proposals now being pressed most 
prominently would extend unemployment benefit payments by more than 60 
percent in time coverage or 16 weeks in addition to the 26 weeks now provided 
by State law. 

As to benefit amount, much has been said about the so-called inadequacy of 
State unemployment benefits: . Apparently,.tae. “rule of thumb” currently. ac- 
cepted by some proponents of new Federal legislation is that benefits should 
equal two-thirds of the average weekly wages earned by employees in the State. 
This accepted “rule of thumb,” we believe, must be considered in light of the 
following indisputable facts: (a) that benefit payments are tax free to the 
person receiving them, (0) that effective unemployment benefit payments should 
be kept at such a level as not to discourage unemployed workers from seeking 
employment, and (c) that the most “usual” person receiving benefit payments is 
one newly attached to the labor market. 

Unfortunately, the comparisons made between unemployment benefits and 
wages are almost always comparisons between unemployment benefit payments 
and the average wage of all employees. Consequently the comparison is in- 
accurate because it does not show the average wage of the employee who 
“usually” becomes unemployed. Apparently, no one knows how far the aver- 
age wage of those who normally become unemployed is below the average for 
all workers.’ But before the Congress takes*aetion to substantially increase the 
rate to be paid benefit claimants, it should have some factual information in 
this matter, and it should not be stampeded into the fixing of a rate so high as 
to eliminate the incentive on the part of an unemployed worker to seek new 
employment. 

Another point warrants careful consideration of this committee and of the 
Congress. It may be stated in the form of a question as follows: 

_ What is the actual employment and unemployment experience of individual 
States?” 

In the State of Idaho, the answer is clear. Industrial and commercial em- 
ployment statistics for our State show there exists a regular and consequently 
stabilized pattern from year to year. This is shown by the table entitled “Non- 
agricultural Employment, Idaho, 1956-57” attached here to as exhibit A, and 
the chart entitled “Total Unemployment Insurance Claims Taken in Idaho,” 
annexed as exhibit B. 
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The data contained on exhibit A showing employment totals by industry and 
trade for the calendar years 1956 and 1957 is typical of other years. On the 
average, there have been upward trends in the totals of nonagricultural employ- 
ment reflective of additions to the labor force within the State. 

Unemployment within the State of Idaho likewise has followed a set pattern. 
This is indicated clearly by the attached graph, exhibit B. 

It is true, of course, that the totals of unemployment compensation claims are 
somewhat higher for the current fiscal year than are comparable totals for 
other years shown on the graph. Despite this, when these higher totals are 
considered in light of the normal increases in the labor force, they cannot be 
said to have any alarming proportions. Further, the trend in claims is following 
the same pattern as in other years and there is no reason to suspect this pat- 
tern will not continue. In fact, we have every reason to believe there will be 
no substantial deviation in the pattern. 

Certainly, this data demonstrates that in the State of Idaho unemployment 
problems can and will be resolved by the normal operations of our State’s 
unemployment compensation system unless those operations are thrown out of 
balance by unneeded Federal intervention. 

One additional statistical table entitled “Employment Security Agency, State 
of Idaho, Activity Report, Month of February 1958,” exhibit C, is suggestive of a 
comparable information need from other States before Congress acts on the 
proposals here under consideration. Additionally, this exhibit shows, among 
other things, that the employment security fund for the State of Idaho is adequate 
to meet unemployment claim demands for a considerable period of time, if such 
claims follow the pattern indicated by data available to us and which we have 
every reason to believe will be followed. 

Finally, as unemployment-compensation laws are presently constituted, an 
employer’s record of prolonged or extended stable employment record permits the 
State agency to collect from him unemployment taxes at lower rates than the 
maximum rate chargeable under the program. This is known as application 
of an experience rating formula. Through this application an employer is pro- 
vided with an incentive to maintain, so far as practicable, a stabilized working 
force. 

Should pending proposals be adopted in substantially the form suggested, it 
must be clear that resulting increases in costs of program administration would 
preclude application of experience rating procedures, thus eliminating this im- 
portant phase of the program as now constituted. 

It must be emphasized that throughout the period of development of Govern- 
ment unemployment-compensation programs in the United States the underlying 
and sound principle has been followed that the unemployment-compensation laws 
must preserve : 

1. The workmen’s incentive to seek employment to maintain maximum 
productivity, and 

2. The employer’s incentive to work toward maximum stabilization of 
employment. 

These sound principles should be preserved at any cost unless the program is to 
be converted into some sort of a relief measure. If this latter result is intended, 
the program should be so characterized ; it should have no connection with a bona 
fide unemployment-compensation system. 


LIBERALIZATION OF ELIGIBILITY REQUIREMENTS 


The real character of intended eligibility requirement amendments is not clear, 
but many expressions have been publicized to the effect that less exacting eligibil- 
ity requirements must be adopted in order that more people may receive benefit 
payments. 

To carry out existing objectives of unemployment-compensation laws it must be 
recognized that some eligibility requirements are needed. Otherwise, any so- 
called unemployment compensation system would become the effective target for 
widespread fraud. 

Eligibility requirements under existing laws generally are minimum in char- 
acter. As a rule, to be eligible for unemployment benefit payments, a person 

. Must have had some employment during the preceding year, 
. Must be available for work and be in the labor market, 

3. Must be involuntarily unemployed, and 
. Must be seeking work. 
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Certainly, eligibility requirements under the employment-security law for the 
State of Idaho are most reasonable. Under this law, before benefits may be paid, 
(a) a person must have a record of having been employed in covered employment 
and must have filed a claim for benefits and have registered for work with the 
State employment office; (b) he must be able to work, available for suitable work, 
and seeking work; (c) his unemployment must not be due to the fact that he left 
his employment voluntarily without good cause, or that he was discharged for 
misconduct in connection with his employment; (d) he must apply for available 
work when directed to do so by the State employment office; and (e) his unem- 
ployment must not be due to his failure to accept suitable work when offered to 
him or to return to his customary self-employment. 

None of these requirements is unreasonable or unfair to a claimant or potential 
claimant. Each is necessary to limit abuses, and elimination or liberalization 
of any of these requirements, it is submitted, could not be justified in the public 
interest or otherwise. 

SUMMARY 


To summarize, it is respectfully submitted that no sound reason exists to justify 
abandonment of the existing Federal-State unemployment compensation system 
under which employment and unemployment problems are treated in conformity 
with reasonable general standards at the State level. Adoption of a federalized 
system, as proposed, would (a) destroy the character of the existing system ; and 
(b) convert that system into a type of relief arrangement similar to the British- 
type dole at an ultimate cost which might well prove to be prohibitive. 
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Exuipit C.—Employment Security Agency, State of Idaho, activity report, month 
of February 1958 





























| This month Fiscal year to date 
| : alek 
1958 1957 1956 1957-58 1956-57 1955-56 
PLACEMENT ACTIVITIES 
| 
Total placements ___ A 2, 146 2, 244 | 2, 099 119,741 | 137, 986 129, 809 
Nonagricultural placements. 1, 916 2, 053 1, 825 24, 638 28, 995 26, 090 
Veterans’ nonagricultura | | 
placements i, 503 620 | 634 7, 900 10, 262 10, 450 
Agricultural placements 230 191 184 95, 103 108, 941 103, 719 
New applications 4, 519 4, 710 3, 369 33, 038 28, 859 25, 021 
Active applications (end of 
month) 21, 421 | 17, 522 | Dae Too cece cae ure aetaaaitaene 
BENEFIT ACTIVITIES | 
| | 
Initial claims 3, 936 3, 377 | 2, 879 33, 544 | 24, 580 22, 017 
Continued claims 49, 246 | 39, 915 | 35, 565 198, 581 | 139, 457 132, 135 
Weeks compensated : 43, 435 33, 748 | 28, 926 158, 684 | 105, 690 95, 195 
Amount benefits paid $1, 520,040 | $922, 976 | $782,834 | $5, 282, 447 $2, 772,167 | $2, 479, 680 
Average weekly payment__. $35. 00 | $27. 35 | $27. 06 $33, 20 | $26. 23 | $26. 05 
EMPLOYMENT SECURITY FUND 
Tax collections (net) ._- Le $327, 255. 86 $2, 861, 553. 29 
Interest received from trust 
fund_. iaeten 709, 454. 56 
Total receipts * ie aes 327, 255. 86 3, 571, 007. 85 
Benefits paid (net) cate 1, 516, 809. 89 | 5, 278, 356. 49 
Fund balance._- | $34, 073, 385. 55 
Fund balance 1 year ago 36, 641, 631. 08 
Decrease | 2, 568, 245. 53 
Covered employees 
Number of covered employers (beginning of month) -—~---------....- ~~ 13, 448 
Additions to CcOVeTOS0..- 6. nk se engines enue eaeiiodgs 307 
Total covered at some time during period__..__..___--.__--_--- 13, 750 
Deductions LLCO -COTWTONC 6 hi cidnnsctidiciindcteteitim athstiiats dive nnicy 287 
Number of covered employers (end of month) --.-....--.----.- 13, 463 
Number of covered employers one year ago___--------------+-------..- 13, 316 
PROG | ICT ORG i no ssicteci nick dccnicls aaa a been ca eb acunileas 147 





IpAHO STATE CHAMBER OF COMMERCE, 
AGRICULTURE AND INDUSTRY, 
Boise, Idaho, April 1, 1958. 
Wipur D. MILs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear Sik: On March 26, 1958, I mailed to you three copies of a statement 
of the Idaho State Chamber of Commerce on Legislation To Provide for an 
Emergency Extension of Federal Unemployment Compensation Benefits. 

As of that date, the so-called administration bill had not been drafted. Ac- 
cordingly, our comments were directed primarily toward the bills then known 
to be pending before your committee. Concerning the proposals then pending 
before your committee, our statement was concluded as follows: 

“To summarize, it is respectfully submitted that no sound reason exists to 
justify abandonment of the existing Federal-State unemployment-compensation 
system under which employment and unemployment problems are treated in 
conformity with reasonable general standards at the State level. Adoption of 
a federalized system, as proposed, would (a) destroy the character of the existing 
system, and convert that system into a type of relief arrangement similar to the 
British-type dole at an ultimate cost which might well prove to be prohibitive.” 
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While this conclusion has general application to the administration bill (H. R. 
11679) as well as to the proposals pending before your committee on March 26, 
certain additional comments respecting H. R. 11679 appear to be warranted. 

The administration bill would extend unemployment-compensation benefits for 
persons who have exhausted State benefits in an amount equal to 50 percent of 
the benefits received under the State law. Weekly benefit payments would be 
at the same weekly rate as under State law. These supplementary benefit pay- 
ments would be financed by a compulsory loan to the States and which would 
have to be repaid by the borrowing States within 4 years. Otherwise, it would 
be repaid by an increase in the 0.3 percent tax levied against employers for 
administering the Federal-State program. 

In our judgment. enactment of the administration bill would undermine the 
unemployment compensation system in the same fashion and manner as would 
the adoption of a system under which Federal funds for supplementary benefits 
would be granted rather than loaned to the States. These proposals each pro- 
vide for the payment of benefits not provided for by law and benefits which are 
not an obligation of the unemployment compensation system. 

The compulsory loan feature of the administration’s proposal, however, is so 
extraordinary that serious acceptance of its principle is difficult to envision. 
This principle is that the Federal Government can pay out money to persons in 
every State of the Union through its own facilities or a State agency for a pur- 
pose not authorized by State law and then force the affected States to pay the 
money spent back to the Federal Treasury by State appropriations or by special 
taxes levied against employers doing business in the State in the future. 

This proposal disregards several important considerations. These include 
the facts (a) that State government officials must function within the scope of 
their authority which in turn is defined and limited by constitutional provisions 
and statutory laws; (0b) that authorized borrowing by State officials is generally 
restricted to recognized future needs, and (c) that acceptance of the program 
would presumably obligate State officials of the future to repay funds distributed 
within their State by the Federal Government without their approval or author- 
ization and without the acquiescence of their predecessors in office. 

There could be no justification for imposing a forced debt upon any individual. 
Neither can any sound basis be found for compelled borrowing by a State or 
instrumentality of a State. 

Employment and unemployment experience in the State of Idaho makes it 
clear that no Federal unemployment compensation legislation is warranted at 
this time. 

It is requested that this letter be incorporated in and made a part of the record 
of unemployment compensation hearings at this time. 

Yours very truly, 
Eart W. Murpry, Secretary. 


STATEMENT ON PROPOSALS FOR EMERGENCY EXTENSION OF UNEMPLOYMENT 
COMPENSATION BENEFITS SUBMITTED BY THE INDIANA STATE CHAMBER OF 
CoM MERCE 


This statement is submitted by the Indiana State Chamber of Commerce for 
the record of the hearings before the Committee on Ways and Means, House of 
Representatives, on the subject of emergency extension of unemployment com- 
pensation benefits. It supplements a statement presented to the committee by 
Mr. Leslie J. Dikovies, of New Jersey, a spokesman of the Council of State 
Chambers of Commerce appearing for the Indiana and other State chambers of 
commerce. 

Business people of Indiana, as represented through the Indiana State Chamber 
of Commerce, believe almost without exception that the institution of Federal 
unemployment compensation benefits, even though such benefits may be desig- 
nated as being of an emergency and temporary character, would do lasting 
damage to the sound system of State-administered unemployment compensation 
programs now in existence. Consequently, they oppose, as a group, legislative 
proposals of the type presented by H. R. 11326, H. R. 11327, H. R. 11679, or any 
other measures which, through direct or compulsive Federal action, would extend 
or otherwise broaden the existing State unemployment compensation programs. 

Unemployment compensation is a sound program intended to help to sustain 
income of individuals during periods of temporary and short-term unemploy- 
ment, while they are moving from job to job. Under conditions such as those of 
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the current upturn in unemployment, it automatically bears the brunt of the 
burden of supporting the purchasing power of unemployed persons. However, 
unemployment compensation is not and never was intended to be an emergency 
relief program. To convert it to that purpose is to cause its deterioration, as 
Great Britain discovered in the 1920's. 

If unemployment compensation is to be used as the means of placing cash 
in the hands of individuals for periods of sustained or permanent unemploy- 
ment, then a needs test would be essential. Otherwise, it would become so ex- 
pensive—and its benefits so attractive to so many people—that it would create 
the ills of unemployment it seeks to cure. 

We are convinced that should the Congress feel emergency Federal cash 
assistance in the present situation is necessary, then such assistance should be 
provided directly through a means entirely divorced from unemployment com- 
pensation. Such a means, utilizing a not-too-severe needs test, readily could 
be devised and put into operation. 

However, the current economic downturn is a relatively mild one. There is 
every indication that unemployment has hit its peak, that employment is ready to 
begin rising again and that the economy generally is in a healthy condition. 
Therefore, we do not feel that emergency conditions exist which justify the estab- 
lishment of any type of Federal relief benefits. 

The greater need is for the Federal Government te adhere to a sound fiscal 
policy which will generate confidence in the future of the economy. 

The bills now pending before the Committee on Ways and Means to provide 
for extensions of unemployment benefits would put the Federal Government 
directly into the business of paying general unemployment benefits. While 
designated as temporary measures, they would establish a precedent from which, 
as a practical matter, there probably would be no withdrawal. When Great 
Britain tried its temporary extension of unemployment benefits in the early 1920's, 
it found itself forced into further successive extensions to such an extent that 
the British unemployment insurance program became an irresponsible and abuse- 
ridden permanent dole. This is the kind of fiscal irresponsibility which we fear 
would be initiated, unintentionally, by the passage by the Congress of legislation 
extending unemployment benefits. 

Indiana and all other States have successfully functioning unemployment com- 
pensation programs. The Indiana program currently is paying out unemploy- 
ment benefits at the rate of nearly $10 million per month. Only a small per- 
centage of unemployed persons have exhausted their State benefits and a large 
share of such exhaustees are second wage earners in families or other persons 
who are only irregularly in the labor market. Cases of real need among persons 
having exhausted their benefits are being met through public assistance programs. 

The present State unemployment compensation program in Indiana is con- 
structed and is functioning in a manner that represents the best judgment of 
the Indiana Legislature as to the proper ingredients of a program to carry out 
the purposes expected of unemployment compensation. We would deeply regret 
seeing this program impinged upon by hasty Federal action which, in our opinion, 
would undermine the long-range solidity and soundness of the State program. 

Respectfully submitted. 

JACK EB. Rercu, 
Ezecutive Vice President, Indiana State Chamber of Commerce. 


STATEMENT BY THE Missourr STATE CHAMBER OF COMMERCE TO THE House Ways 
AND MEANS COMMITTEE, Marcu 31, 1958 


PENDING FEDERAL UNEMPLOYMENT BENEFIT LEGISLATION IS NOT JUSTIFIED BY 
MISSOURI UNEMPLOYMENT 


Proposals by Governor Blair preferable 


The proposed Federal unemployment benefit bills pending before this com- 
mittee are not only not justified by the unemployment situation in Missouri but 
also if passed would do very little either to relieve the needs of the unemployed 
or stimulate the economy. Missouri’s Gov. James T. Blair, Jr., wisely has 
declined to ask the Missouri Legislature now in session to amend the Missouri 
unemployment benefit law, thus indicating that changes in unemployment com- 
pensation are not presently, at least, the answer to Missouri’s unemployment 
problem. This action also strongly implies that any Federal desire to help out 





354 FEDERAL UNEMPLOYMENT COMPENSATION BENEFITS 


by extending the duration of unemployment benefits until such time as a special 
session of the legislature can be called to extend regular benefit duration would 
be very much misdirected in the case of Missouri. 

The Missouri State chamber strongly supports the proposal by Governor Blair 
and others that the Federal-State highway building program be stepped up. 
Also, Federal tax revision—especially across-the-board tax cut, individual and 
corporate—would do much more to stimulate the economy than any Federal 
unemployment benefit legislation. In this connection appendix A to this state- 
ment contains a proposal by the treasurer of the A. P. Green Fire Brick Co., C. C. 
Morley, for a revision in the Federal corporate tax depreciation provision which 
could do much to stimulate construction and not cost the Government any tax 
money over the long run. It is not desirable, however to set up any kind of 
Federal unemployment cash payment program. Nevertheless, if Congress deems 
it necessary to provide some form of cash payments, Governor Blair’s proposal 
for Federal funds for State general assistance programs is vastly preferable to 
making unemployment compensation into a dole or relief program, which is 
exactly what the proposals before this committee would do. (See appendix B 
for a copy of Governor Blair’s proposal.) Persons collecting unemployment 
benefits may or may not actually need such benefits to sustain themselves and 
their families, whereas public assistance is supposed to be granted purely on a 
basis of need. 

The rest of this statement will be devoted to a factual documentation of 
the above comments in regard to the unemployment situation in Missouri and the 
effect the proposed Federal unemployment-benefit legislation would have on 
these conditions. 


Unemployment in Missouri is high, but not generally widespread over State 


It is true that the latest available figures indicate that Missouri unemployment 
reached a postwar high the first quarter of 1958. But employment also re- 
mained at a relatively high level and much of the unemployment was con- 
centrated in manufacturing in the metropolitan areas and in construction. 
Much of it was in automobile manufacturing where private supplemental un- 
employment benefits are provided by the companies. 

An Associated Press survey released on March 26, 1958, reported that business 
conditions were relatively good over most of Missouri and that businessmen 
generally expected them to improve considerably with better weather. Also 
the Missouri Division of Resources and Development has reported a record- 
breaking industrial development year. 

The Missouri Division of Employment Security estimates that unemployment 
in Missouri was 147,100 in January 1958 compared to 112,900 in the same month 
of 1957. Also the percentage of insured unemployment to covered employment 
was at a postwar high of 6.3 percent in March 1958. However, total claims for 
unemployment benefits have declined from 75,935 for the week ending February 
22, 1958 to 68,317 for the week ending March 22. Since Missouri Unemployment 
Reserve fund was $221,063,429.22 as of February 28, there is no problem in 
Missouri of having sufficient funds to meet unemployment benefit costs. 

Estimated nonagricultural employment in Missouri was 1,244,800 in February 
1958. This was around 30,000 lower than for the same month in 1956 and 1957, 
but was 6,000 higher than in February 1955. 


Extension of duration of unemployment benefits is not the answer 


Figures on exhaustion of unemployment benefits reveal that this is not a 
major problem in Missouri at the present time, at least according to latest 
available official figures. 

Table I shows that during the period for which figures are available, 1941-57, 
the greatest number of claimants exhausting benefits was in 1941 with 1946 
being the second greatest, 1950 the third greatest; 1955 is shown to be the 
most recent fiscal year with a relatively great number of exhaustees. In none 
of these years was it decided that the Federal Government should intervene 
in the State unemployment programs by extending the duration of benefits. 
Yet, thus far during the current fiscal year the number of exhaustions is 
running at a much lower rate than in any of the previous years just mentioned. 
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TABLE I,.—Statistical history of unemployment benefits exhaustions in Missouri, 
1941-57 * 








Number of | Percent of Average Number of| Percent of | Average 
claimants | claimants | duration of || claimants | claimants | duration of 
Fiscal year | exhausting | exhausting benefit Fiscal year | exhausting | exhausting benefit 
wage wage claims in || wage wage claims in 
credits credits weeks credits credits weeks 
rennet caine siete | <itniscentnenis a 
1941___. 58, 419 | 33.7 6.5 | Bae cehed 43, 437 21.0 11.2 
1942_.__- 36, 769 22.3 O 6 PRG ccc nunns 20, 950 15.9 10.0 
1943 ot 18, 434 25. 1 yi ae 14, 426 9.5 8.7 
1944____ 3, 651 9.6 6.8.4) 20 www owns 12, 062 8.3 8.2 
1945___- | 3, 671 13.3 7.6 1964... wa 25, 226 11.8 9.7 
1946____ | 54, 788 27.2 10. 1 1955___- 42, 340 22.1 12.4 
1947___. | 41, 423 27.2 11.6 BOR. .<nneosd 22, 918 13. 5 10.0 
1948... 29, 330 21.9 10.8 || 1957__.. 2 23, 403 13.5 9.6 
1949 4 26, 921 15. 6 10.0 
| 

















1 Source of data: 20th Annual Report of the Missouri Division of Employment Security. 
In chart I the most recent high exhaustion year, 1955, is used for comparative 
purposes even though there were fewer exhaustions then than in 3 other years. 
This chart clearly reveals that exhaustions on a month-by-month basis during 
the current year are running at a much lower level than in 1954-55. 
In August of 1954 exhaustions reached a high point of 4,309 whereas in 
August 1957, there were only 1,818 exhaustions. 
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In January 1958 there were 2,767 exhaustions, but in Febraury 1958 they 
dropped to 2,309. However, it can be anticipated that the March figures will 
show an increase over February since March figures have been larger than 
February every year in recent years at least. Also, if exhaustions were to now 
start following the trend followed in 1954 they would not reach a peak until 
August 1958. 

In evaluating the significance of exhaustion figures, it should be kept in mind 
that a basic reason for exhaustion of benefits is insufficient earnings to permit 
the full 26 weeks of benefits now payable in Missouri. These exhaustees 
then are, in general, secondary workers or persons who are in and out of the 
labor market. 

APPENDIX A 


Copy or A LeTrerR SENT ON MARCH 26, 1958, TO REPRESENTATIVE CANNON AND 
Missouri’s SENATORS HENNINGS AND SYMINGTON BY THE TREASURER OF THE 
A. P. GREEN Fire Brick Co., Mexico, Mo. 


Dear Sir: I offer for your consideration the idea of offering all companies the 
opportunity for a limited time only—9 to 12 months—of taking depreciation 
over a 5-year period on any new project they start within the above-mentioned 
time. There should also be a time limit on the completion of the project. 

There are probably projects totaling several billion dollars that are ready 
to go, or practically ready, that are being held up. If companies were offered 
this incentive, a great many of them would go ahead, providing also that 
financing is available. 

This will reduce the amount of income taxes coming in during the next 5 
years, but over a period of time the Government will get just as much taxes 
as they would if the depreciation were spread over a longer period of time. 

Many other propositions such as tax cuts and lengthened unemployment pay- 
ments will cost the Government money which it will never get back. 

This can be set up so that about all a company will have to do is write in to 
the proper department in Washington, outline the job estimate cost, and ap- 
proximate starting date and completion date. They can be submitted with 
enough copies so that all that will be necessary is to stamp one copy, sign it, 
and send it back to the company. 

Yours very truly, 
A. P. Green Free Brick Co., 
C. C. Mortey, Treasurer. 


APPENDIX B 


Hon. DwicuHt EISENHOWER, 
President of the United States, Washington, D.C.: 


Since my telegram to you of February 8 regarding the economic recession in 
Missouri, the situation has worsened and the recession has deepened. I note 
by newspaper accounts that your administration now recognizes the gravity of 
the economic condition of our country, and that the Congress is also aware of the 
situation and taking action on proposals to cure our ailing economy. Most of the 
measures proposed, however, as reported by the newspapers, appear to be of a 
long-range type, rather than those which would offer more prompt remedies. 

About 10 days ago I appeared before Senator Gore’s Subcommittee on Public 
Roads and urged that the Congress take prompt action to increase Federal high- 
way funds to the States. Missouri is in a position now to spend matching State 
highway dollars if additional Federal highway funds can be made available. I 
assume many Other States are in like position. Senator Gore assured me that 
he intends to push highway development immediately and substantially. 

While we all know there is no substitute for full employment, Mr. President, 
I would like to make a suggestion which I believe could alleviate rather quickly 
the problem that the States face now in feeding hungry unemployed people. The 
Federal Government through the social-security programs operated under the 
jurisdiction of the Federal Department of Health, Education, and Welfare, now 
participates financially in the welfare programs of old-age assistance, aid to the 
disabled, aid to the blind and aid to dependent children. The States have been 
wholly responsible throughout the years for the catch-all program of general 
assistance which furnishes aid for those people who cannot meet the eligibility 
requirements of the categorical welfare programs set forth above. For many 








358 FEDERAL UNEMPLOYMENT COMPENSATION BENEFITS 


years national welfare groups have recommended that the Federal social-secu- 
rity law be amended to provide Federal matching funds for general assistance 
on the same proportionate basis as now obtains for old-age assistance, aid to the 
disabled and aid to the blind. It would be of immeasurable help to the States 
if you would through your Federal Department of Health, Education, and We: 
fare, recommend to the Congress that the Federal Social Security Act be 
amended to provide Federal funds to supplement State funds for general assist- 
ance. This could be accomplished quickly if the Congress would follow your 
suggestion, and would put welfare money in the hands of the States which would 
enable them to cope more adequately with the growing problem of feeding and 
caring for the hungry unemployed. Since the Federal Government has recog- 
nized its responsibility in the categorical assistance programs, I can see no valid 
reason why the same degree of Federal responsibility should not also apply to 
the area of general assistance. 

I realize that this is a legislative matter, but I firmly believe that the influence 
of your great office back of such a proposal would assure its prompt and favor- 
able consideration by the Congress. If such legislation were enacted every 
State in the Union would be in a much better position to assist our growing 
army of unemployed in obtaining the minimum essentials to sustatin life. 


JAMES T. BLAIR, Jr., 
Governor of the State of Missouri. 


STATEMENT BY JOHN C. McCurry, GENERAL MANAGER, MICHIGAN MANUFACTURERS’ 
ASSOCIATION IN OPPOSITION TO VARIOUS PROPOSALS FOR FEDERAL FINANCING OR 
CONTROL OF STATE UNEMPLOYMENT BENEFITS 


My name is John C. McCurry. This statement is being made on behalf of the 
2,000 members of the Michigan Manufacturers’ Association by me, as their 
general manager. It is in opposition to various bills presently pending before 
the House Ways and Means Committee which, in our opinion, would destroy our 
State unemployment compensation system. 

Originally, it was our desire to be heard orally before the committee and such 
request was made. - In view of the limited hearing time allotted and in com- 
pliance with the announced wishes of the committee, our general counsel, Frank 
B. Cooper, did make an oral presentation to you on behalf of the association, 
March 31, 1958. This statement should be read in conjunction with that made 
by Mr. Cooper. 

We are opposed to any Federal action which would interfere with the right 
and responsibility of the Michigan Legislature to control the amount, the dura- 
tion, or the eligibility requirements which apply to unemployment benefit pay- 
ments in the State of Michigan. 

In Michigan we pay consistently the highest weekly average unemployment 
benefit check of any major industrial State. Our average payment in February 
1958, for all classes of claimants, was $36.65, higher than the maximum weekly 
benefit in 36 other jurisdictions. This high level of protection is financially 
feasible only because the Michigan Legislature has used a great deal of originality 
and good judgment in adapting the law to Michigan’s unique economy, and in 
developing a benefit formula and safeguards which help to prevent waste and 
abuse of the unemployment fund. 

Nevertheless, due to a series of rapidly recurring business readjustments 
combined with a substantial flight on the part of more mobile business concerns 
to other States in search of a more favorable business climate, the cost of un- 
employment benefits has been very heavy in recent years. The burden of unem- 
ployment taxes on Michigan business has increased accordingly. The unem- 
ployment tax is now, by a wide margin, the heaviest single State tax burden 
on Michigan manufacturers. 

We are not concerned about the solvency of Michigan’s State unemployment 
fund, because our State law has a revenue-producing capacity well in excess 
of that of any other State. Our maximum rate of unemployment taxes is 41%4 
percent as compared with a maximum of 2.7 percent in 39 other States. As 
taxpayers, we do not look forward with enthusiasm to the burden of maintaining 
the fund with contributions at average rates in excess of the maximum rates 
in many other States. However, this is what we have ahead of us in 1959. 

Nevertheless, we do not want Federal help, because we know we will not get 
it without Federal control. Costly as our present law is, it is determined in the 
light of local conditions and fits our problems much better than could any plan 
which must be applied uniformly in all the States. 
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Our legislature is not unmindful of the problem of benefit exhaustions. More 
than a month before there was any talk of Federal action, a bill was introduced 
providing for an emergency extension of benefits—under State law and at the 
expense of Michigan business. The bill as originally introduced contained a 
number of technical mistakes. Traditional advocates of federalization of the 
State unemployment compensation laws seized upon them in the attempt to 
discredit this attempt to deal with the problem through State action. The bene- 
fit extension bill has now been substantially improved and is on its way through 
the Michigan legislature. We would much prefer to see any benefit extension 
carried out under the Michigan law, at our expense, than to have the Federal 
Government grant, or lend, us money with strings attached. 

We have no objection to the concept that Federal money should be made avail- 
able in the form of loans or advances to States which desire to extend their 
benefit durations and which either have not sufficient reserves in their unem- 
ployment funds to stand the cost or wish to defer the impact of that cost on 
employers’ taxes by using borrowed funds (the Reed bill). But we do not feel 
it would be good policy to force a State to pay extended benefits for which it 
recognizes no need or to force a State to borrow money to finance extended 
benefits which it prefers to finance out of its existing unemployment fund re- 
serve, 

We should like to discuss also the question of the need in Michigan for ex- 
tended benefit durations along the lines under consideration by your committee. 

All of these proposals have in commen the thought of adding a certain num- 
ber of weeks or dollars of benefits for all individuals who exhaust their regular 
entitlement under the State law. 

The Michigan law is especially liberal in its requirement with regard to em- 
ployment required to qualify for unemployment benefits. An individual may 
receive benefits after working in as few as 14 weeks per year. As a result, 
many seasonal and casual workers can qualify for benefits under Michigan’s 
law. However, because they have only a loose attachment to the labor market, 
they are permitted to draw benefits only for a period equal to two-thirds of 
their number of weeks of work. The Michigan Employment Security Com- 
mission recently estimated that 814 percent of all Michigan beneficiaries in 
1957 had worked less than 20 weeks in the 52 preceding their claims for bene- 
fits, and that they drew $10 million in benefits from the Michigan fund in 1957. 

This substantial group of short-term workers is drawn largely from short- 
season industries, such as food processing, racetracks, and resorts. They are 
very likely to exhaust their benefits due to the short duration available to them, 
their customary pattern of seasonal work and the lack of job opportunities in 
their localities during the slack season. 

None of the proposals under consideration by your committee would dis- 
tinguish effectively between these seasonal workers who expect to be unem- 
ployed every year and the normally steady industrial worker whose lawoff 
and exhaustion of benefits is a truly unpredictable result of current economic 
conditions. Under one bill before your committee, a Michigan farm wife who 
worked 14 weeks in the local food-processing plant could collect 9% weeks of 
benefits from Michigan’s unemployment fund and then collect another 16 weeks 
of benefits at Federal expense—a total of 25144 weeks of benefits, based on 14 
weeks of seasonal work. We can see no economic or social justification for 
such a windfall. 

This is but one example of the impossibility of working out in Washington 
a program of uniform national application which will work satisfactorily under 
the widely varying conditions that exist throughout the country. 

Another aspect of these proposals to extend benefits is the question of whether 
there is uniformity of need for continued income maintenance, through ex- 
tended benefits, for all exhaustees. There are two ways to gage this need. 
One of these is in terms of the family obligations of exhaustees. 

In Michigan, for the last 4 years, weekly benefit maximums have been based 
on the family obligations of the claimant. This was based on convincing evi- 
dence that claimants without dependents (e. g., single persons and supplemental 
wage earners in the family) are less effective in finding new jobs while receiving 
benefits than claimants with families to support. 

This tendency is reflected also in benefit exhaustions. In 1957, more than 
half of the exhaustees fell in the “single” and “secondary earner” classification, 
and more than two-thirds had no dependent children in the family. In Janu- 
ary and February 1958 the corresponding figures were in excess of 45 percent 
and 60 percent, respective.) 
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Another way of developing this picture is through welfare data. During the 
calendar year 1954, another recession year, there were almost 113,000 exhaus- 
tions of unemployment benefits in Michigan. During that same year, there 
were only 3,055 welfare cases in the State opened because unemployment bene- 
fits were exhausted. If this experience is repeated in 1958, it would be neces- 
sary to pay extended benefits to 100 exhaustees to keep 3 exhaustees off the 
welfare rolls. Ninety-seven dollars out of every hundred dollars paid out in 
extended benefits would be paid to individuals unable to demonstrate need 
under the welfare system. It is obvious that extended unemployment benefits 
would be a highly uneconomical way to prevent want and destitution. 

This analysis in terms of welfare concepts is not beside the point. Any move 
in the direction of uncovenanted extended benefits is a serious departure from 
the fundamental concepts of the Federal-State unemployment compensation 
program. What is proposed is essentially welfare payments without a means 
test. As such it is not unemployment compensation; and it is detrimental to 
the permanent program to so label it. 

If the fundamental distinction between welfare based on need and unemploy- 
ment compensation as a matter of right is to be preserved, any program of 
extended benefits should either be labeled for what it really is or else revised 
so that the extension is based on work performed prior to the period on which 
the benefits under State laws are based. 

In winding up this statement to the committee, I should like to comment on 
the testimony given by Mr. Ryan on behalf of the Mayor of Detroit, and also 
certain things said and ieft unsaid by the Governor of Michigan. Both officials 
thoroughly confuse welfare or public assistance programs and our statewide 
unemployment compensation system. One is based upon demonstrated need; 
the other is based upon earned benefits through work qualification founded 
upon insurance principles. 

The doom-and-gloom attitude reflected in the mayor’s statement does not 
square with the facts. We have no soup kitchens in Detroit and our street 
corners are devoid of unemployed persons selling apples. The fact that one 
private charity is providing more free meals to indigent men today than a few 
months ago is hardly evidence that Michigan’s unemployment compensation 
system is grossly inadequate and in crying need for salvation by Federal inter- 
vention. 

The mayor incorrectly states department store sales for January 1958 as 
compared to the same month a year earlier. Figures as reported by the Federal 
Reserve bank for department store sales show they are off 7 percent this Janu- 
ary as compared to January 1957. Furthermore, it has been reliably reported 
that the J. L. Hudson Co., the largest department store in the world, located 
in the Detroit metropolitan area, has increased sales for the same period over 
last year by 214 percent. I trust that his other figures on business activity in 
the Detroit area are not equally in error. 

The mayor further states that there are 230,000 unemployed in the Detroit 
area today. He further says that roughly 190,000 of these unemployed are 
drawing unemployment compensation benefits. This, in our opinion, speaks 
rather well for the extensive coverage of our present law in this State. It 
seems significant that 83 percent of the unemployed in Detroit were in covered 
employment. Then, too, not mentioned is the fact that a high percentage of 
those unemployed in the automotive factories and related industries are receiv- 
ing supplemental benefits in addition to their unemployment checks. These 
supplemental payments are provided under private trusts negotiated in 1955 by 
the unions and the companies. These additional payments can mean as much 
as two-thirds of prior take-home pay, tax free. 

As mentioned heretofore, the Michigan Legislature is still in session and has 
for the fiscal year beginning July 1, increased the State-aid welfare fund to aid 
local communities in making such payments by $10 million. We agree with the 
Governor that Michigan has one of the most liberal welfare laws in the country. 
The action of the State legislature certainly does not indicate that this problem 
is being ignored and that this problem should be kicked upstairs to the Con- 
gress for a proper solution. 

The Governor failed to mention that the State legislature has now pending 
a bill substantially extending the duration of benefits as well as increasing the 
amounts of the top benefit bracket. He is strangely quiet about the attempt of 
the Michigan Legislature (Republican controlled) to settle its own problems and 
not burden the Congress with matters which should not be of Federal concern. 
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He obviously is still plugging for the 39 weeks’ duration of benefits turned down 
by three successive sessions of our State legislature. 

What the Governor failed to say is that Michigan has been losing industry 
and jobs in manufacturing for the past 8 years. Our business climate under his 
administration has so worsened that we are 1 of the 2 States in the country 
having less jobs in manufacturing today than in 1950. Meanwhile our State 
population has increased by 18 percent. 

In addition to not knowing the amount of the State debt under questioning 
by the committee, he further failed to point out that the State government under 
his guidance is today bankrupt and that jobs have been declining in Michigan 
long before our economic situation fanned out into a national problem. This is 
perhaps the real reason we have more problems today with unemployment than 
any of our sister States. But this depreciation of our industrial climate is a 
State problem, not one which should require action by this committee or by 
the Congress. The voters of Michigan have the responsibility and the power of 
correction and must face up to the situation created by the State officials they 
elected to public office. 

In the Governor’s submission to the committee was a statement by the director 
of the research and statistical division of the Michigan Employment Security 
Commission that, of the 311,000 unemployed in the State, 241,000 so-called active 
cases during the week of March 8 still had 15% weeks of remaining payments 
forthcoming under our act. Thus, 80 percent of the unemployed still have 
60 percent of benefits still remaining to be paid. In addition, it should be 
pointed out that the proposal before the Michigan Legislature provides for 9 
additional weeks to exhaustees. This, then would provide unemployment checks 
to 80 percent of the unemployed until the last week in August of this year. 
This certainly seems like adequate protection ‘not requiring Federal supple 
mentation. 

We agree with the mayor and the Governor that this committee should ma- 
terially reduce the tax on motor vehicles and adopt a tax-reduction plan. We 
respectfully suggest planned tax reduction like that proposed in the Sadlak- 
Herlong bills, on which this committee held extensive hearings a few months 
ago. To cut taxes however, the House must firmly resolve to eliminate non- 
essential Government expenditures, not increase them as it has in the appro- 
priation bills which have currently been acted upon by that body. 

In conclusion, and by way of summary, we are opposed to current proposals 
for federally financed unemployment benefits because— 

(1) We believe the issue should be decided at the State level, in the light of 
local conditions. 

(2) We believe Federal action of the type contemplated will be permanently 
destructive of the proper role of the States in this program. 

(3) We believe the proposed extension would be wasteful. 

(4) We believe the proposed extension would be destructive of the funda- 
mental concept of “benefits as a matter of right” which was the main reason for 
enacting unemployment compensation laws in the first instance. 

State unemployment compensation laws are doing well the job they were estab- 
lished to do. We believe the Federal Government should continue to leave this 
matter to the States and devote all of its attention to the many pressing problems 
existing in areas in which only the Federal Government can act. 


JOHN ©. McCurry. 


STATEMENT BY W. EARL MILLER ON BEHALF OF THE NATIONAL RETAIL MERCHANTS 


ASSOCIATION REGARDING THE MILLS BILL PROPOSING FEDERAL SUPPLEMENTATION 
or State UNEMPLOYMENT BENEFITS 


INTRODUCTION 


My name is W. Earl Miller. I am vice president of Ed. Schuster & Co., Inc., 
Milwaukee, Wis., and chairman of the social security committee of the National 
Retail Merchants Association with offices at 100 West 31st Street, New York 1, 
IN. “a 

The National Retail Merchants Association has a membership of over 10,300 
department and specialty stores located in every State in the Union and abroad. 
Its members provide employment for several hundred thousand of our citizens 
and do an annual volume of business in excess of $18 billion. 
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STATEMENT OF PRINCIPLE 


This association wishes to emphasize that it has in the past and reiterates its 
support for the principle of unemployment insurance to provide a means of 
security to the workingman who, through conditions beyond his control, is 
unable to find gainful employment. 

During the great depression of the 1930's, the Congress became acutely aware 
of the plight of millions of men and women who were unemployed through no 
fault of their own. Congress, therefore, in 1935 enacted the Unemployment 
Compensation Act to provide unemployment insurance for a large proportion 
of the industrial and commercial labor force. It is noteworthy that Congress, 
in 1935, at a time when action to alleviate financial hardships of the unemployed 
was far more imperative than it is now, did not set up a single Federal. system 
of unemployment insurance. Rather, through a tax-offset device, it encouraged 
the States to establish their own systems, conforming to a few broad Federal 
standards. Within 2 years, the 48 States, the District of Columbia, Alaska, and 
Hawaii had enacted State unemployment-insurance laws adapted to fit the econ- 
omies and special conditions of their respective States. Amendments to these 
laws have been made over the years so as to best serve the needs of the States. 


WHAT THE MILLS BILL PROPOSES 


It is now proposed to supplement, through Federal funds, those individuals 
who have exhausted their benefit rights under existing State laws. 
It is the considered view of the National Retail Merchants Association that— 
1. The economic situation is not sufficiently serious so as to require the 
payment of Federal funds to unemployed persons. However, if Congress 
is of a contrary opinion, then 
2. Federal assistance should not be made on the basis of extending bene- 
fits of individuals who have exhausted their benefit payments under State 
laws. Rather, any Federal help should be dedicated to the improvement 
of the general-assistance systems of the States. 


DOES THE ECONOMIC SITUATION CALL FOR FEDERAL FUNDS? 


The figures indicate that much is being done by the States to alleviate the 
financial difficulties of the unemployed. The States are dispensing benefits at a 
present rate of $15 million every day, and have paid out over a billion since 
the first of the year, or at a projected rate of $4 billion for the entire year. 

Recipients of benefits average about $2,750,000 weekly and receive about $30 
average weekly benefit. 

State reserves stand at an impressive figure of $8 billion, or enough to pay 
benefits at current rates (without increasing taxes) for at least 3 years. Fed- 
eral money available for loans to the States under Public Law 567 (Reed Act) 
exceeds $200 million. Alaska has already borrowed from these funds. Oregon 
is eligible, and it is anticipated that Michigan and Pennsylvania, more aggrieved 
from unemployment than the other States, will be eligible to borrow very shortly. 

In brief, the States are performing the tasks laid out for them as the drafts- 
men of the 1935 act had envisaged they would. It is clear that, if the States 
see the need to increase benefits to the workers, sufficient State funds are 
available in reserve to accomplish this objective. 


IF FEDERAL FUNDS ARE MADE AVAILABLE, WHO SHOULD BENEFIT? 


Proposed legislation would extend supplemental benefits to those who have 
exhausted their unemployment-compensation benefits, a number approximating 
a half million persons. There are, however, 2 million unemployed not covered 
under any unemployment-compensation law who would not benefit. It may be 
presumed that this larger group is as much, in need of assistance as the former, 
who have already been in receipt of substantial benefits. Thus it is that 
“covered” employees would continue to gain favor while less fortunate citizens 
remain in a status quo. Must this relatively small group who have already been 
favored continue to be beneficiaries? The extent of favoritism is even more 
marked when it is considered that about half of the total number of unemployed 
eligible for supplemental benefits represent a normal number of unemployed in- 
dividuals unrelated to the current economic situation. Accordingly, less than 
250,000 persons whose unemployment relates to the present recession stand to 
benefit. 
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SUMMARY AND CONCLUSION 


The States have more than sufficient funds to extend benefit payments, if 
and when its local conditions warrant, without incurring additional debt or 
increasing taxes. The Federal Government must borrow every nickel necessary 
to finance the additional benefits. 

The States are just as mindful, if not more so, of the needs of its citizens 
as is the Federal Government. If conditions require it, the legislatures can be 
expected to act promptly to extend benefits. 

The need for Federal assistance has not, in our opinion, been demonstrated. 
If, however, they are to be made, they should be directed toward improving 
the States’ general-assistance systems and not restricted solely to individuals 
who have exhausted benefits rights under State laws. 

I wish to express my gratitude and appreciation to the committee for giving 
me the opportunity to present these views. 

Sincerely yours, 
W. EArt MILLER, 
Vice President, Ed. Schuster & Co., Ine., Milwaukee, Wis., and 
Chairman, Social Security Committee, National Retail Mer- 
chants Association. 





NATIONAL INSTITUTE OF SOCIAL WELFARE, 
Washington, D. C. 


STATEMENT BY GEORGE MCLAIN TO THE HoUSE COMMITTEE 9N WAYS AND MEANS 
FOR Irs HEARINGS, MARCH 28, 31, AND APRIL 1, 1958 


Mr. Chairman and members of the committee, my name is George McLain, 
and I represent, as its president, the National Institute of Social Welfare, whose 
Washington address is 200 C Street SE., Washington, D. C., and whose main 
headquarters are located at 1031 South Grand Avenue, Los Angeles, Calif. 

May I thank you for the opportunity to present my statement, which has been 
confined to recommendations “relative to the most feasible emergency measures 
which might be suitable for affording assistance to individuals who are un- 
employed and who cannot qualify for the additional unemployment-compensa- 
tion benefits because they have not been covered by unemployment-compensation 
programs of the various States * * *” as outlined by your chairman, the Hon- 
orable Mills, in his directive dated March 18, 1958. 

I feel that Chairman Millis and the members of this committee displayed 
great understanding of our economic problems when you included other emer- 
gency assistance with your deliberations on extending unemployment compensa- 
tion benefits. Certainly, we all know that great numbers of the unemployed do 
not qualify under State unemployment-compensation laws, and, generally speak- 
ing, these have been the tragic cases displayed in newspaper beadlines across the 
country during these past few months. 

It is my belief that Congress has delayed far too long in taking into considera- 
tion the vast number of people who are destitute and yet cannot meet qualifica- 
tions established for receipt of public-assistance funds under any 1 of the 
present 4 categories, which include aid to the aged, aid to the blind, aid to the 
physically handicapped, and aid to dependent children. 

Naturally, the present economic depression has been felt most deeply by this 
group of people, simply because there is no State or Federal program to act 
as a cushion for their economic downfall. Reports from across the country 
indicate the county welfare offices are jammed, relief rolls are swollen by people 
who can qualify for some measure of county relief at the same time, hundreds of 
thousands of desperate people have been turned away without any aid, because 
either county funds were exhausted or county rules and regulations prohibit 
such individuals from receiving assistance. 

I, and many others, have long maintained that a fifth chapter, titled “General 
Relief.” should be added to the public assistance sections of the Federal Social 
Security Act. The need for this was evident during fairly high employment. 
Now that our Nation faces its greatest economic crisis in nearly two decades, 
such action would appear almost mandatory. 

Under the present hodgepodge—generai relief in some form is given in most 
States. However, it is almost entirely a county affair and the rules and regula- 
tions are often so harsh as to make the program practically inoperative. We 
cannot be too hasty in condemning county governmental units, however, since 
the entire cost must now be borne by the homeowners in county property taxes. 
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A number of circumstances combine to make the general relief problem a na- 
tional one. We are faced, first of all, with the realization that our society has 
become more mobile each year. Much of the work force, particularly in the low- 
income, manual labor bracket, attempts to follow the labor market, with little 
regard for State boundaries, let alone county lines. 

On the other hand, we find States and counties clinging tenaciously to the 
archaic “residence requirement” dating back to Queen Elizabeth’s poor laws in 
the matter of public welfare responsibility. Obviously, this mobile society of 
1958 is completely incompatible with the static, rigid qualifications borrowed 
from 17th century England. And yet, it is difficult to blame any one State or 
county for the harsh residence requirements. Their fear that a great influx 
of destitute people would be the result of local lessening of “residence require- 
ments,” I believe, is well founded. 

Local boards of supervisors and State legislators are faced with providing 
funds for their local and State activities. Certainly, no one county—by elim- 
inating its residence requirement—could afford to take on financial responsibility 
for all the destitute from other communities. 

Local governing boards must, necessarily, be concerned with local problems 
and responsibilities. They can rarely afford an overall look. Congress, how- 
ever, must always endeavor to see the overall picture, and I feel confident that 
if you gentlemen take a good, hard lock at conditions all over the country, you 
will see that thousands of destitute families in every part of the country are 
faced with one and the same problem—they cannot meet State or county require- 
ments for either public assistance or general relief, and no other program exists 
for their salvation. 

Just as an example, let me point to cases in widely separated sections of the 
country, which have come to the attention of the press during these past few 
months of economic stress: 

In Milwaukee, Wis., the Milwaukee Journal highlighted the personal tragedy 
of Mr. and Mrs. Carmelo Torres in an article which pointed out the privation 
now being endured by thousands of families, whose breadwinners have not been 
able to find jobs. The Journal reporter recounted how Carmelo Torres and his 
wife had to stand by helplessly while their 2-month-old daughter, Nilda, survived 
several days on a diet of sugar and water. Nilda’s father painfully recounted 
his futile efforts to obtain work, any kind of work, and when he applied for 
county aid, he was told that he was not qualified, because the family had moved 
from Chicago just 7 months before. Therefore, he could not meet Wisconsin 
residence requirements. “Go back to Illinois,” he was told. 

The newspaper reporter then said that a private charity, the St. Vincent de 
Paul Society, has helped with food. It gave Torres $5 to buy milk for the baby. 
For those who do not qualify for relief under the residence law, the society is 
almost the only resort, but many need help, and there is a limit to what it can do. 

Now, let’s go from the Great Lakes of Wisconsin down to the vast plains of 
Texas, where we find an article from the Fort Worth Press, reporting that a 
jobless father of five cold and hungry children said he is almost desperate enough 
to steal. 

He said that he has had no steady work since he was laid off from an aircraft 
plant last September. 

To make matters worse, he and his wife, Peggy, and their 5 sons, age 6, 4, 2, 1, 
and 3 months, have been plagued by sickness. The past 2 weeks, this distraught 
young father has borrowed money from friends to bny milk for the baby. They 
face eviction from their house in which the heat has already been turned off. 

The father said that welfare workers helped the family in December, but he has 
not been able to get any help since. He said he has applied for unemployment 
pay, but so far, it has not come through. 

From the great State of Missouri, in the St. Louis Post-Dispatch, comes this 
frightening story * * * of want and suffering. The headline reads, “St. Louis 
Families in Depression—Children Hungry, Some Have No Shoes and Cannot 
Attend School—Fathers Are Ineligible for Relief or Unemployment Compen- 
sation.” 

“The man is 41 years old and hé has 5 children who range in age from 3 
to 13. The family has never been well off, but they’ve been properly fed, well 
clothed, and reasonably secure. Two weeks ago, however, this man went 
through an ordeal that was almost more than he could endure. For 2 whole days, 
his children didn’t have a bite to eat. 

“T never would have believed that I’d ever hear my children crying for food,” 
he told the reporter. 
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This family is one of the estimated 1,000 or more in St. Louis whose bread- 
winner is out of work, unable to find work, and is ineligible for State relief 
or unemployment compensation. 

In Missouri, no State relief funds can be given to family which has an 
employable member, even though the employable member is unable to find a job. 

Thus, a man who is employable, but not covered by unemployment insurance, 
has no place to turn but to private agencies. For all practical purposes, this 
means the Salvation Army. The Red Cross is not a direct aid agency for un- 
employed. The Family and Children Service, a United Fund agency, does not 
have direct aid as a part of its program. 

And now, to the “golden” State, California, where we find thousands of migra- 
tory workers starving as inglorious victims of the counties’ harsh 3-year resi- 
dence requirement. 

As one example, I point to the agriculturally rich San Luis Obispo County, 
where several hundred people are stranded without food or shelter. These 
people came to San Luis Osispo County as harvesters of the big pea crop, but 
when torrential rains set in, pea-picking was impossible and so their earning 
power was stopped. Agricultural workers are not covered by unemployment com- 
pensation, so they have no recourse there. San Luis Obispo County and Cali- 
fornia’s other 57 counties require a 3-year residence in order to qualify for the 
most limited general relief funds and a more harsh 5-year residence requirement 
is imposed for receipt of public assistance under any 1 of the 4 categories. 

In plain terms, so far as the State of California, the county of San Luis Obispo, 
or the town of Nipomo are concerned, these hundreds of people can starve to 
death and no public aid will be granted. And, in view of the lack of Federal 
action, it would appear that Congress is of the same bent. 

As I said earlier, it would be difficult to blame any particular State or locality 
for the injustices I have just recalled. They are the victims of too little plan- 
ning and coordination on a broad, sociological basis, and so they stumble along 
with grossly inadequate, piecemeal programs which are fair to none and down- 
right inhuman to many. 

The only solution to this national problem must start right here in this Com- 
mittee on Ways and Means of the House. This fact is recognized, not only by 
me and others of us who are primarily concerned with the humanitarian aspects 
of society, but I am happy to say, by many men across the country who are the 
administrators of State and community affairs. In support of this, I direct 
your attention to the sixth report by the Committee on Government Opera- 
tions, which was compiled by the Intergovernmental Relations Subcommittee as 
a result of its study on joint Federal-State activities. 

Questionnaires were sent out to governors all over the country requesting, 
among other information, advisement on how social welfare programs could be 
improved. 

Among their recommendations, many governors specifically requested Federal 
participation in general relief or assistance. For instance, the Honorable James 
E. Folsom, of Alabama, replied, “Participation by the Federal Government in a 
program of general assistance would be helpful.” 

Colorado’s Governor, Edwin C. Johnson, replying through his department of 
public welfare, said, “The department also feels that Federal funds should be 
available to the States for the purposes of general assistance.” 

From the far-northern State of Maine, Gov. Edmund §S. Muskie’s department 
of health and welfare said, “We approve of the principle of the Forand bill, 
H. R. 10302, which would enable States to retain their present assistance pro- 
grams or participate in a single, comprehensive, public welfare plan. The only 
eligibility requirement would be financial need.” 

Missouri’s Governor, Phil M. Donnelly, said, “It is our belief that the Federal- 
State programs of public welfare should be expanded to include Federal financial 
participation in the general relief program, which would enable the States to 
extend assistance to more needy persons, as well as provide higher benefit 
payments.” 

New Jersey’s Governor, Robert B. Meyner, suggested, “Direct recognition in 
Federal law and therefore, in attendant Federal financing, that public welfare 
responsibility relates to all needy persons, and not merely the aged, the blind, 
the severely disabled and selected, dependent children.” 

And from way out West, the then-Governor of Washington, Arthur B. Langlie, 
said, “Basically, Federal grants-in-aid should recognize the comprehensive 
nature of public welfare responsibility, so that financial assistance and services 
would be provided for all needy persons.” 
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In brief, we know that widespread suffering exists for a very great percentage 
of our people. We know, further, that there is widespread recognition of this 
problem by people on the local levels. It remains only for Congress to recognize 
this as a national problem—and it surely is—then to proceed with a national 
remedy. I believe you gentlemen have the power to effect this much-needed 
national remedy by writing a general-relief chapter into the public-assistance 
section of our Social Security Act. But, in so doing, I would alert you to avoid 
the harsh restrictions which are largely to blame for the complete inadequacy 
of present State and county programs. 

Most assuredly, I would strongly urge that you specifically forbid enactment 
on the State or local level of any residence requirements. Unless this is done, 
your efforts to relieve the most intense suffering will be mostly in vain. 

You are convened here to try and find at least a partial solution to our na- 
tional economic crisis through considered changes in the unemployment com- 
pensation programs and other emergency measures. A Federal general-relief 
program is desperately needed to act as the sop for the inadequacies of all our 
other public welfare programs. Put into immediate operation such a measure 
and you will have done much to stabilize our economy in the midst of the 
spreading depression. And at the same time, vou will have solved one of the 
most pressing, humanitarian problems of our day. 

Thank you. 


STATEMENT OF JOSEPH R. SHAW, PRESIDENT, ASSOCIATED INDUSTRIES OF NEW YORK 
State, INc., APRIL 1, 1958 


Associated Industries of New York State, Inc., is a statewide association of 
manufacturers, with members ranging in size from the very largest industries 
in the State of New York to the very smallest, with many of its members engaged 
in multistate operations. 

Since its founding in 1914, Associated Industries has concerned itself with all 
kinds of governmental activities which affect the industrial economy and public 
welfare of New York State. 

This association is vitally concerned with legislative matters involving the 
employer-employee relationship. Since the concept was first introduced into the 
statutory laws of this country, unemployment compensation has been an area 
of major interest to Associated Industries. It has been the subject of continuous 
and intensive study by a social security committee composed of executives from 
within Associated Industries’ member companies. Members of this committee 
are acknowledged experts in both the theory and practice of the laws of unem- 
ployment compensation. 

It is only after the fullest and most painstaking analysis-of Federal proposals 
affecting State unemployment insurance laws that this statement is respectfully 
submitted in opposition to any unemployment insurance legislation on a Federal 
level, and in particular to proposals which would affect the New York State 
unemployment insurance law. 

It is the considered opinion of this association that Federal intervention into 
the State administered unemployment insurance law is intrinsically bad and 
entirely unwarranted. We maintain further that it is irrelevant to the issue 
that this intervention would be on what has been described as an “emergency” 
or temporary basis. Regardless of the permanency of Federal legislation, the 
principle of this legislation would be a violation of New York State's constitu- 
tional right to determine what are the needs of the working men and women 
within its boundaries and to legislate in accordance with these needs. 

On the basis of nationwide unemployment figures, the Federal Government 
aims to attempt to alleviate the financial burdens of the country’s unemployed. 
We submit this approach is entirely unsound for two reasons: (1) Economic con- 
ditions resulting in unemployment are not universal throughout the 48 States ; 
and (2) extending unemployment insurance, regardless of the method, will not 
put people back to work—will not create jobs. 

We charge that contemplated Federal legislation extending unemployment 
insurance durations for those who exhaust their State benefits is contrary to 
the declared intent of the framers of both the Federal Unemployment Tax Act 
and the New York State unemployment-insurance law. 

The Federal proposals violate the intent of the Federal Unemployment Tax 
Act by attempting to impinge upon the jurisdiction of the legislatures of the 
several States. This jurisdiction, vested by the Constitution of the United States 
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and acknowledged by the Federal act of 1935, insures the welfare of the working 
men and women in New York State by making it the responsibility of the Legis- 
lature of the State of New York to pass unemployment insurance laws in accord- 
ance with the peculiar economic needs of the citizens of the Empire State. 

The Federal proposals violate the intent of the framers of the New York un- 
employment insurance law by extending durations to persons who exhaust their 
State benefits without regard to whether or not the continued unemployment is 
through no fault of the claimant and for lack of work. 

In an attempt to justify intervention into the New York State law, it has 
been alleged that at the present time there is an extraordinary number of people 
in this and other States who are exhausting their unemployment compensation 
benefits by receiving the maximum number of weeks of benefits, which in New 
York is 26 weeks. This allegation is wholly unjustified by the facts. 

The most recent figures of the New York State Department of Labor demon- 
strate that the percentage of exhaustion at the present time is actually less than 
in previous years. The reports of the bureau of research and statistics of the 
division of employment, New York State Department of Labor, show that the 
number of exhaustees in January 1958 was only 10,291 as compared with 11,620 
exhaustees in January 1955, a year of the fullest employment. Statistics also 
show that in February of 1958 there were 8,651 exhaustions as against 9,475 in 
February 1955. Claimants exhausting benefit rights in 1957 numbered only 
70,000, while in 1956 72,000 received the maximum number of benefits payable 
during a single benefit vear. And in the peak employment year of 1955, 100,000 
claimants exhausted their 26 weeks of benefits. 

These few statistics raise at least two very pertinent questions: Who are 
these exhaustees? and why are there so many exhaustees each year regardless 
of the fullness of employment? The answer to both of these questions is that 
year in and year out there are the perennial in-and-outers, and the seasonal 
short-span employees who are always on the unemployment-insurance rolls. 
The New York unemployment insurance law, designed to provide a temporary 
partial replacement of wages for those unemployed for lack of work and through 
no fault of their own, is, in many cases, being abused by many in-and-outers who 
use the unemployment insurance law as an annuity or supplement to earnings. 

The same holds true in the case of retired workers and many housewives, sec- 
ondary wage earners, who are not actually seeking bona fide employment, but 
who are eligible for benefits under interpretation of the phrase ‘availability for 
work.” 

Are these, then, the people whom the Federal Government maintains should be 
given extended unemployment insurance benefits? Would the Federal Govern- 
ment continue payments to those who should not be entitled to unemployment 
insurance benefits in the first instance? 

Even if the Federal Government were seeking to legislate in an area in which 
its jurisdiction were not in controversy, it would have to take cognizance of the 
need for legislation. After recognizing the problem, legislation should be 
proposed that solves this problem—not extend it. As we have already pointed 
out, how can it be said that the need for more jobs and fuller employment will be 
met by increasing the duration of unemployment insurance benefits payments? 

Increasing the duration of unemployment insurance benefits will prolong unem- 
ployment and induce a substantial number of unemployed to continue taking 
tax-free benefits instead of taking a job. 

The New York State Legislature, in its 181st session just ended, increased retro- 
active to July 1, 1957, maximum unemployment insurance benefits by 25 percent. 
The legislature made other substantive changes in the law following studies by 
the joint legislative committee on unemployment insurance, the State advisory 
council on unemployment insurance and two public hearings on specific proposals 
conducted by Governor Harriman. 

Despite all of this study, despite several substantive changes in the New York 
law, the legislature, in its considered judgment, saw no compelling need to extend 
the duration of unemployment insurance benefits. We do not overlook the fact 
that the New York State legislators passed a bill which would enable the State 
to disburse Federal funds if and when the Federal Government acted to extend 
durations. This, we maintain, was unnecessary under our law and therefore 
constituted a recognition on the part of the New York State Legislature that 
there is no need for action to extend duration on a State level. 

How can the Federal Government now refuse to recognize the authority of the 
New York State Legislature? 
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While maintaining our unalterable opposition to Federal unemployment insur- 
ance legislation generally because: (1) There is no authority in the Federal 
Government to extend durations in New York State beyond 26 weeks; (2) no need 
has been demonstrated justifying extension of benefits on a State or Federal 
level; and (3) extending durations will not put people back to work ; we would like 
to discuss briefly some of the elements in the particular legislative proposals 
presently before the House Way and Means Committee for consideration. 

The two chief bills before your committee are the bills introduced by the 
chairman of the Ways and Means Committee, Hon. Wilbur D. Mills, and the 
administrations proposal. 

The essential difference between the two bills is that the administration bill 
would provide Federal funds for payment of additional unemployment insurance 
benefits on a loan basis, while the Mills bill would provide an outright grant to 
the States. Should any State fail to enter into an agreement for disbursing 
Federal funds under the administration’s proposal, the Federal Government is 
authorized to disburse funds through any of its Federal agencies in the several 
States. This is tantamount to compulsory lending. The loan must be repaid 
beginning in 1963 by reducing the State’s allowable credit under the Federal 
Unemployment Tax Act. 

In attempting to combat the exigencies created by unemployment both the 
administration and Mills’ bill would both affect only those among the more than 
5 million unemployed who are receiving benefits under the State systems. Neither 
bill would help the more than 2 million who are not covered or otherwise ineligi- 
ble for benefits under unemployment-compensation programs. 

We respectfully submit and urge that in the light of the foregoing, the House 
Ways and Means Committee defeat any proposal which would extend unem- 
ployment insurance durations or otherwise interfere with or disrupt the Federal- 
State partnership of unemployment insurance now in operation and which has 
functioned so effectively in filling the needs of the State’s unemployed. 


BorovucH OF NAUGATUCK, 
Naugatuck, Conn., March 20, 1958. 


CHAIRMAN, WAYS AND MEANS COMMITTEE, 
House of Representatives, 
Washington, D. C. 


Deak Srer: I would like to register my approval of H. R. 11228. I am basically 
in agreement with the provisions of this bill, and am in favor of extension of 
unemployment benefits. I would recommend two points for your consideration 
relative to this bill. (1) I feel the 1-week waiting period provided in section 2, 
section 3304, subsection 5C, should be eliminated; (2) I feel additional benefits 
should be provided to compensate the veteran when he is discharged from 
service, without employment. 

Sincerely yours, 
ApAam T. MEN@accrI, Mayor. 


OHIO CHAMBER OF COMMERCE, 
Columbus, Ohio, March 24, 1958. 


To All Members of the House Ways and Means Committce: 


The Ohio Chamber of Commerce reaffirms its position in opposition to fed- 
eralization of the State unemployment-compensation systems. 

Several bills have been introduced to extend, at Federal expense, the dura- 
tion of payments under the guise of unemployment compensation. H. R. 11326 
and H. R. 11327 are two of these. Such a program, based on need rather than 
insurance principles, is poor relief and, if it is to be adopted at all, should be 
administered as a welfare program not tacked onto an unrelated State unem- 
ployment-compensation system. 

The enclosed telegram to the Honorable Wilbur Mills, chairman, and the Hon- 
orable Thomas A. Jenkins, the Ohio member of the Ways and Means Com- 
mittee, states our opposition to this attempted federalization of unemployment 
compensation. 

Also enclosed is a very recent reprint from the Akron Beacon Journal, giving 
further support to this position. 

Respectfully submitted. 

Harry W. ARNOLD, President. 
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CoLuMBus, Oun10, March 18, 1958. 
Please send the same wire to the following: 


The Honorable THomaAs A. JENKINS, 
llouse Office Building, 
Washington, D. C. 
The Honorable WILBUR MILLS, 
House Office Building, 
Washington, D. C. 


Following wire sent Commerce Secretary Weeks today : 

“Ohio Chamber of Commerce speaking for United Business viewpoint in our 
State does not believe that current unemployment situation calls for Federal in- 
tervention and increased drains on national treasury. As spokesmen for busi- 
ness in Cabinet discussions of unemployment problems, we earnestly urge your 
most vigorous contention for continued independent State unemployment-com- 
pensation systems without Federal supplementation and ultimate control. We 
have always stood united against Federal standards and jurisdiction. Current 
proposals reported to us would convert State insurance systems based on earned 
income to poor-relief programs based on need. If current situation warrants 
any Federal participation, we recommend assistance be given through relief 
channels entirely divorced from State unemployment-insurance systems.” 

Urge your resistance in Ways and Means Committee. Integration of State 
and Federal payments could be big step toward federalization of entire program. 


Harry W. ARNOLD, 
President, Ohio Chamber of Commerce. 


{Akron Beacon Journal, March 12, 1958] 
Not INSURANCE, But A DOLE 


Adoption of the emergency unemployment-compensation bill introduced in 
the House by Democratic party leaders would represent a radical departure 
from two principles heretofore regarded as fundamental. These are: 

1. That unemployment compensation is an insurance program against the 
risk of short-term unemployment for reasons beyond the worker’s control. 

2. That the financing and determination of benefits are most efficiently carried 
on by the States rather than the Federal Government. 

Under the Democrats’ bill, laid-off workers would be eligible for Federal 
benefits for 16 weeks after their regular compensation was exhausted. These 
emergency benefits would be equal to 50 percent of the beneficiary’s average 
weekly wage, with a limitation that they could not exceed two-thirds of the 
average weekly wage within any particular State. 

Regular jobless benefits are paid from trust funds—each State has one— 
which are financed by taxes collected from employers within the State. 

The emergency payments proposed by the House Democratic leadership would 
be drawn from the Federal Treasury. 

Under this plan, unemployment compensation would cease to be an insurance 
program. It would be a Federal dole. And, instead of protecting against the 
risk of short-term unemployment, it would cover periods ranging from 32 weeks 
in Florida to 46 in Pennsylvania. 

As for the second principle, which has been honored ever since the Unemploy- 
ment Compensation Act was adopted in 1935—that the financing and determina- 
tion of benefits is properly a State function—this would go down the drain with 
enactment of the proposed bill. 

There is something to be said for relating unemployment-compensation pay- 
ments to the beneficiary’s normal wages. In Ohio, for example, anyone who 
was earning more than $63.15 per week before being laid off qualifies for the 
maximum benefit of $33, or $39 if he has 2 or more children. A skilled worker 
whose weekly wage was $120 gets the same $33 or $39 when he is laid off. 

But, if it is desirable to relate benefits to wages, this can and, in our opinion, 
should be accomplished by State action rather than through a Federal emer- 
gency program. 

Finally, it seems to us that if the economic outlook is so desperate that it 
justifies a Federal dole—which we aren’t willing to concede—there is no par- 
ticular reason for limiting it to persons who have drawn unemployment com- 
pensation. What about the unemployed persons—currently estimated at more 
than 1,800,000—who aren’t covered by unemployment compensation? 
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The economic situation may become bad enough to warrant drastic measures, 
but Congress should ponder the consequences carefully before it scraps the 
principles which have been basic to unemployment compensation since the 
beginning. 


PRINCETON UNIVERSITY, 
INDUSTRIAL RELATIONS SECTION, 
Princeton, N. J., March 24, 1958. 
CLERK, COMMITTEE ON WAYS AND MEANS, 
New House Office Building, 
Washington, D.C. 

Dear Str: Enclosed are three copies of a statement which is being submitted 
for publication in the hearings on H. R. 11326 and H. R. 11327. 

This statement, along with the list of 19 of the signers, was released to the 
press and appeared in newspapers yesterday. Since then, two additional signa- 
tures, those of Chancellor Clark Kerr of the University of California at Berke- 
ley, and Prof. Charles W. Anrod of Loyola University, have been received. 

On March 13, the statement was sent to some 20 economists outside of Prince- 
ton who have had a special interest in the field of social insurance. 

Very sincerely yours, 
Ricnwarp A. LESTER, 
Professor of Economics. 


STATEMENT ON FEDERAL SUPPLEMENTARY UNEMPLOYMENT BENEFITS 


The shortcomings of our State-Federal system of unemployment insurance 
do not arise out of a lack of Federal funds, but rather out of a longstanding 
lack of Federal standards designed to strengthen the capacity of the system to 
protect our citizens in a period of heavy unemployment. 

Without Federal standards in respect to minimum contribution rates, States 
have competed in reducing such rates. The effect of this competition has been 
(a) inadequate benefit scales; (b) inadequate duration; (c) arbitrary eligi- 
bility requirements; and (d) arbitrary disqualifications. Such interstate com- 
petition in standards has seriously weakened our unemployment insurance sys- 
tem as our first line of defense against distress due to protracted unemployment 
and as an element of stability in our economy. 

Any attempt to repair the damage caused by a lack of Federal standards in 
the past by putting a further premium on State inertia in the future would 
seriously undermine the effectiveness of our unemployment insurance system. 
A Federal supplementary benefit, provided without a fundamental revision in 
State standards, would be in effect a relief payment to the individual without a 
means test—that is a dole. It would also be an indication to the States that 
their unemployment insurance programs could be further weakened with 
impunity. 

Even with sound national standards in our Federal-State system of unem- 
ployment insurance, some States may need help in meeting heavy and continuing 
unemployment. With such standards to assure full effort on the part of the 
States, Federal reinsurance of State programs is justified and appropriate. 
Federal reinsurance grants should not be made even then to individual bene- 
ficiaries, however. Reinsurance grants should be made to qualified State sys- 
tems as such, where in the proper fulfillment of their legal obligations to their 
eligible citizens, they have impaired their capacity to continue to meet such 
obligations. 

In the present emergency, some States may have insufficient reserves to lib- 
eralize their programs immediately in respect to benefit rates and duration. It 
would still be possible to assist such States through Federal reinsurance grants, 
provided they justified their status as a reinsurable risk by legislative accept- 
ance of Federal standards with respect to contributions, benefits, and eligibility 
for benefits. No State need be compelled to establish reinsurance eligibility ; 
but no State should receive Federal reinsurance grants without establishing 
Federal standards. 

Regardless.of any action in respect to a Federal reinsurance plan, it is high 
time that the Federal Government moved to establish adequate Federal stand- 
ards for State unemployment insurance systems. Such standards were strongly 
recommended in 1949 by the Advisory Council on Social Security to the Senate 
Finance Committee (see report, pp. 166 to 180) after a thorough, objective 
study. Without such standards, the United States is ill prepared for recurrent 
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recessions. Both individual workers and the economy generally are without the 
effective protection of an adequate unemployment insurance program. A hasty 
and plausibly generous gesture of Federal relief payments under the guise of 
insurance benefits does not make up for essential weaknesses in the established 
program. 

The distinction between unemployment insurance and unemployment relief 
is a vital element in American public policy. One arises out of contract. The 
other out of need. To destroy the concept of contract in social insurance be- 
cause of past errors in its administration is to destroy the integrity of a hard 
won and valuable social instrument. In social insurance there must be a 
stated relationship between contributions and benefits. To swing from inertia 
and timidity to unplanned generosity in our attack on the ever-recurring prob- 
lem of unemployment, would do little to impress a watching world of our wis- 
dom, intelligence, or foresight. But more serious to our citizens, it would 
undermine the basic principles of our whole social insurance program. 

Prof. Charles W. Anrod, Loyola University; Prof. E. Wight Bakke, 
Yale University; Prof. Douglass V. Brown, Massachusetts Insti- 
tute of Technology: Prof. J. Douglas Brown, Princeton Univer- 
sity; Prof. Frank T. de Vyver, Duke University; Prof. Robert 
R. France, University of Rochester; Prof. Frederick H. Harbi- 
son, Princeton University; Prof. Seymour E. Harris, Harvard 
University; Prof. Clark Kerr, University of California (Berke- 
ley) ; Prof. Richard A. Lester, Princeton University ; Prof. David 
A. McCabe, Princeton University; Prof. John W. McConnell, 
Cornell University; Prof. Charles A. Myers, Massachusetts In- 
stitute of Technology; Prof. Frank C. Pierson, Swarthmore Col- 
lege; Prof. Fred Slavick, State University of Iowa; Prof. Sum- 
ner H. Slichter, Harvard University; Prof. Herman M. Somers, 
Haverford College; Prof. Sidney C. Sufrin, Syracuse University ; 
Prof. Albion G. Taylor, College of William and Mary; Prof. 
John G. Turnbull, University of Minnesota; Prof. Dale Yoder, 
University of Minnesota. 

Marcu 24, 1958. 
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INTER-ASSOCIATION UNEMPLOYMENT INSURANCE COMMITTEE, 
Sacramento, Calif., March 25, 1958. 
Re statement in opposition to H. R. 113826 (Wilbur D. Mills), H. R. 11327 (John 

W. McCormack), and the further intervention of the Federal Government into 

the State unemployment insurance function. 
Representative W1iLBuR D. MILLs, 

Chairman, House Committee on Ways and Means, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN MILLS: This statement is respectfully submitted by the 
Inter-Association Unemployment Insurance Committee for inclusion in your 
committee record and in opposition to the above bills. The interassociation is 
a California organization which is composed of a broad and diversified group 
of employers offering employment to over 60 percent of the wage earners in Cali- 
fornia, and more specifically of the following employers and associations: 
Agricultural Producers Labor Committee 


Aireraft Industries Association of Furniture Manufacturers Association 


America, Inc. 
Building Owners & Managers Associa- 
tion of Los Angeles 
California Association of Employers 
California Electric Power Co. 
California Manufacturers Association 
California Metal Trades Association 
California Portland Cement Co. 
California Retailers Association 
California-Western States Life Insur- 
ance Co. 
Clearing House Associations 
Federated Employers of San Francisco 


of California 

General Telephone Company of Cali- 
fornia 

Glass Container Manufacturers Insti- 
tute, Ine. 

Los Angeles Motor Car Dealers Associa- 
tion 

Merchants and Manufacturers Associa- 
tion 

Metal Trades Manufacturers Associa- 
tion of Southern California 

Motor Car Dealers Association of 
Southern California 
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Monolith Portland Cement Co. Southern California Edison Co. 
Northern California Ready-Mixed Con- Southern California Gas Co. 

crete & Materials Association Southern California Restaurant Asso- 
Occidental Life Insurance Company of ciation, Ltd. 

California Southern California Rock Products 
Pacific Gas & Electric Co. Association 
Pacific Maritime Association Southern Counties Gas Company of 
Pacific Mutual Life Insurance Co. California 
Pacific Telephone & Telegraph Co. Southwestern Portland Cement Co. 
Rexall Drug Co. United Employers, Inc. 
Riverside Cement Co. Western Growers Association 


San  Bernardino-Riverside Counties Western Oil & Gas Association 
Rock Products Association 

Southern California Asphalt Plant As- 
sociation 


It is respectfully submitted that this proposed legislation, as well as other 
similar measures currently being offered in Congress, is unwise and ill advised 
for the following reasons: 

This legislation represents an attempt by the Federal Government to impose 
the Federal will upon the unemployment insurance programs of the respective 
States. These proposals go far beyond any action taken by the State legisla- 
tures by: (@) greatly increasing unemployment insurance benefits; (b) ex- 
panding the period of time for which these benefits are paid by more than 50 
percent and by (c) injecting for the first time direct Federal financing into 
the program. 

The proponents of these current proposals seek to advance their consideration 
by tearing down the long and careful progress made by the State legislatures 
year after year in developing this program. The unfortunate result of this 
unwarranted attack could well be to further shaken the confidence of the public 
in this program and thereby increase economic fear and apprehension. 

The present need is for better understanding toward the main objective to 
create more and better jobs—not for benefits so high as to insure greater idle- 
ness. The continued existence of business confidence and optimism is the only 
sure way to create jobs for our expanding population. With this type of eco- 
nomic climate, private industry can do a great deal to keep people at work. 

The State of California has gone ahead with confidence and assurance in the 
future and has provided in abundant fashion for part of the great western mi- 
gration. The following figures are significant: 


Year: California employment 
ad i adil ih ait sha cas Rindge ta eee eines eh tone chau ae teie wes 4, 084, 000 
I irda tact wile cena miele ait an aga lets et ain wei NaS arian tie aan sds 4, 536, 000 
RR rience has es indsecresicsns caine ec tc elit aN en ae ke Oodle cam tesa eet acncsa ota 4, 957, 000 
EE tiiiclinsccitiisinninaitp anne caeitaeen inlets ieee tale BESe Sait Sa 8 2 Se 5, 216, 000 
I ht ihe tan aaa Sa a whch cn nda cs Vitec bintina estate 5, 636, 000 
OO | mI eS aot a ee ed 5, 419, 000 


Employment in California is currently at its second highest level in history. 
In February 1958, unemployment in California in relation to the labor force was 
only 1 percent above the average for the past 10-year period. 

This program was conceived in 1935 as an insurance system designed to meet 
a certain limited risk. It was not to be a cure for a depression, but rather as a 
“first line of defense” to insure part of the loss of wages involved. For 23 years 
now the theory has been maintained by the States that this benefit level should 
not be so high as to remove the incentive for a continued and vigorous search 
for work, nor should they be paid so long as to cause a worker to permanently 
readjust his standard of living in order to subsist on benefits rather than to 
forcefully take steps to achieve personal economic rehabilitation. 

As wages have risen over the years, the States have modified their programs 
accordingly. In California in the past 4 years, benefits have been increased 
60 percent. These changes have received careful thought and planning and 
there is no justification for Congress to suddenly rush in to modify these basic 
eoncepts. The States are in a better position to understand their own economy, 
and to act when action is required. The States have developed a sound financial 
program for unemployment insurance backed up by accumulated reserves of ap- 
proximately $8.8 billion. At the beginning of this year the California unem- 
ployment insurance fund stood at almost $1 billion and in New York the fund 
was $1.4 billion. 
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Experience illustrates that government red ink and spending does not neces- 
sarily mean good business and more jobs. 

If the Federal Government must pay out money to some one, it should be paid 
to those who need it. This is the relief or dole system. Unemployment in- 
surance is a different system, however, and it is paid as a matter of right, 
regardless of need. When a wealthy person is out of a job, he can collect his 
unemployment insurance; married women who have been working can collect 
it even though their husbands remain at work, ete. Increased payments to these 
people over a longer period of time is not indicated. 

It is important to recognize that this great program is paid for in most States 
by employers—and not by employees. It is financed by payroll taxes which 
constitute a tax upon employment. Already these taxes are increasing to pay 
for the increased benefits authorized by the States. An excessive tax burden 
in this area could well restrict employment at a time when new jobs are needed. 
This is at least one point which everyone seems to agree upon, namely, by de- 
creasing such taxes business expansion is encouraged. Increasing such taxes 
on business discourages job expansion. 

It has been the objective of organized labor for many years to bring about 
the federalization of the unemployment insurance program, or the equivalent 
thereof. In the past years Congress has repeatedly found it unwise to make 
such a substantial change in the State unemployment system. The reasons 
for this are still valid. 

In conclusion, it is respectifully submitted that the Federal Government should 
recognize the fact that this insurance program is serving its purpose well; that 
the present legislation being proposed at the Federal level cannot be justified 
by facts nor by any theory whatsoever which advances and promotes good 
government. 


Respectfully submitted. 
WILLIAM B. Hussarp, President. 





COMMONWEALTH OF PENNSYLVANIA, 
DEPARTMENT OF PUBLIC ASSISTANCE, 
Harrisburg, March 25, 1958. 
Hon. WILBUR D. MILLs, 
Chairman of the Committee on Ways and Means, House of Representatives, 
United States Congress, Washington, D. C. 

DeaR Mr. Mitts: In support of emergency measures for helping individuals 
who are unemployed during the current economic recession, I suggest three types 
of help by the Federal Government. 

1. Measures such as public works and tax reductions for the purpose of stimu- 
lating a return to normal economic conditions. 

2. An extension of unemployment compensation beyond the limits covered in 
State legislation to further bridge the gap between loss of and return to employ- 
ment. 

3. Extension of the social security program to include persons in the general 
assistance classification. 

The number of persons receiving help from the State in this classification has 
increased 75 percent since the end of September 1956. The Federal Government 
has provided no help to needy unemployed persons since the WPA program was 
terminated in 1943. Financial help to persons in the classification of general 
assistance should be available as a residual means of helping those persons who 
continue to be unemployed for long periods of time. The aged, the blind, the 
disabled, and children whose parents are absent from the home for any reason 
or incapacitated, are presently covered by the public assistance provisions of 
the Federal social security program. It appears to me that unemployed persons 
and their families merit the special concern of the Federal Government just as 
do persons in these other groups. In fact, why should we do less for the children 
of a man who is out of work than we would do for his children if he deserts 
them? Our emphasis should be in keeping families together and no man should 
be placed in the position of knowing that his wife and children will get more 
financial help from the Government if he deserts them than if he remains with 
his loved ones. 

Sincerely yours, 
(Mrs.) RutH Griee Hortine, Secretary. 
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NATIONAL CoTTON COUNCIL OF AMERICA, 
Washington, D. C., March 27, 1958. 
Hon, Wiievur D. MILLs, 
Chairman, Ways and Means Committee, House Office Building, 
Washington, D. C. 


DEAR CONGRESSMAN Mitts: The National Cotton Council represents the six 
primary cotton interest groups: Producers, ginners, warehousemen, merchants, 
spinners, and cottonseed crushers. At its annual meeting in January of this 
year, the council passed the following resolutions: 

“That the council recognize (a) that the economy of the cotton-producing areas 
is vitally dependent on exports of cotton; (0) that over the years the oppor- 
tunities are tremendous for increasing the consumption of cotton in foreign 
countries where the per-capita consumption of individuals may be greatly in- 
creased; (c) that one of the most significant factors in the economic situation 
of the world is the very rapid increase in world population ; and (d) that in years 
to come the prosperity of the world will depend very largely on our ability to 
export consumer goods to the less developed countries and to accept their exports 
in return; and that the council reaffirm its belief that maintaining a high level 
of international trade and a wider distribution of goods and services throughout 
the world is vital to the continued prosperity of the cotton industry and to the 
national economy as well as to the security of the free world; and further, that 
the council urge the convertibility of currencies and multilateral trade through 
normal private channels as necessary conditions to the full attainment of such 
objectives ; 

“That the council continue to support the authority for reciprocal trade agree- 
ments among nations. However, it will advocate and support adequate protection 
to the textile industry from textile imports.” 

We will appreciate it if you can make this statement of the council’s position 
a part of the record of the committee hearings on the Trade Agreements Act. 

Sincerely, 
Reap P. Dunn, IJr., 
Director, Foreign Trade. 


STATE OF MINNESOTA DEPARTMENT OF EMPLOYMENT SECURITY, 
St. Paul, March 27, 1958. 


In re Mills-McCormack bill, H. R. 11326, extension of unemployment compensa- 
tion benefits. 


COMMITTEE CLERK, HouSE WAYS AND MEANS COMMITTEE, 
New House Office Building, Washington, D.C. 


Dear Memeers: As the commissioner of the Minnesota Department of Em- 
ployment Security charged with the administration of the Minnesota employ- 
ment-security law, I find it necessary, after examining the proposed Mills-Mc- 
Cormack bill, to recommend an amendment as well as present administrative 
questions which have occurred to me if it is enacted into law. 

The employment security agency in the State of Minnesota is one of several 
such State agencies which administers its unemployment compensation benefits on 
an annual benefit formula. It is also one of several agencies which has a quar- 
terly reporting system in which the employers submit total payroll information. 
It does not maintain individual weekly wage information. The Mills-MeCormack 
bill, section 6 (83) (B), would require a State agency which does not have weekly 
wage information to contact all of the claimants’ base period employers to 
determine the number of weeks in which they performed services. This provision 
would be almost impossible to administer. It is suggested, therefore, that in 
those States that do not maintain reporting systems which disclose weekly wage 
information an amendment to the Mills-McCormack bill would be in order by 
adding a clause to section 6 (a) (3) which would appear immediately after 
clause (B) and be designated “(C).” The amendment would provide as follows: 
“in states that do not maintain reporting systems which disclose weekly wage 
information of individuals the average weekly benefit amount shall be one 
twenty-sixth of an individual’s total wages for insured work paid during that 
quarter of his base period in which such total wages were highest.” 

Assuming that the Mills-McCormack bill is enacted into law and the Minnesota 
Department of Employment Security would then have to administer the extension 
of benefits as so provided, certain questions would undoubtedly arise. After 
examining the bill, the following administrative questions have occurred to me: 
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1. Does the proposed act extend benefits to all claimants who have exhausted 
their benefits no matter whether the exhaustion of their benefits occurred during 
the period between the effective and termination dates as set forth in the proposed 
act or prior thereto? 

2. Are claimants who have exhausted their UCV and UCFE entitlement entitled 
to the additional benefits provided by this proposed act? 

3. Can claimants who have exhausted their benefits prior to the effective date 
of the proposed act receive retroactively an additional benefit entitlement of 16 
weeks? 

4. Does the extension of benefits apply where claimants have exhausted their 
State partial benefit entitlement? 

5. Does the proposed act provide an extension of benefits to those claimants 
whose benefit years have expired? 

I respectfully submit the information set forth above for your consideration. 

Yours sincerely, 
FRANK T. STARKEY, 
Commissioner. 





HOovusE OF REPRESENTATIVES, 
GENERAL ASSEMBLY, STATE OF ILLINOIS, 
March 27, 1958. 
Hon. Wiisur D. MILLS, 
House Office Building, 
Washington, D.C. 


Dear Sir: As a member of the Illinois General Assembly, I am greatly con- 
cerned with proposals now pending in Congress relative to Federal extension of 
State unemployment benefits. I am convinced that this approach to legislation 
should be given serious study and that the House Ways and Means Committee 
should insist on public hearings of these measures. 

Realizing, full well, the importance and responsibility of the legislative process, 
I hope that you will take the position that full, complete, and open hearings be 
held before your committee on any proposals effecting the extension of State 
unemployment compensation. 

Sincerely yours, 
Epwakp J. DERWINSKI. 


SoutH CAROLINA TEXTILE MANUFACTURERS’ ASSOCIATION, 
Columbia, 8S. C., Mareh 28, 1958. 
Hon. WiLgeur D. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 


Deak Mk. CHAIRMAN: Our association had made arrangements to have a 
spokesman at your hearing on unemployment compensation legislation on Tues- 
day, April 1, but when we were informed only yesterday that he would be ex- 
pected to appear on Monday, he could not alter his arrangements, 

In lieu of this, we would like for this letter to be our statement, as representing 
approximately 30 percent of the Nation’s textile industry, in opposition to any 
plan which would extend or otherwise alter existing State schedules of benefits. 

For approximately 4 years now, the textile industry has been in a recession 
at least as deep as other industries now have entered. For 4 years we have 
operated with an average of only 2 percent profit on sales, but during that time 
the industry has maintained a high level of employment. Only 5,000 textile 
workers out of 135,000 in this State have been laid off during the past 12 months. 

We believe that increasing and extending benefits to workers, especially when 
an industry is making little or no profits, might well be an attractive invitation 
for the wholesale layoff of workers in many industries. 

Our industry, for one, has well demonstrated its responsibility to its working 
forces by keeping them employed in hard times. We certainly think that any- 
thing which would discourage that feeling of responsibility of employers to their 
employees would be unhealthy. 

Our legislative session is adjourning in South Carolina after a session of more 
than 2 months. There has not been a single indication of any demand in the 
legislature or elsewhere in South Carolina for changing either the benefits or 
the duration for unemployment compensation. We feel that enlarging and 
extending benefits during a relatively slight national business recession is tanta- 
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mount to declaring a dole system. If our industry has to pay more taxes, there 
is a strong probability that many more workers will be laid off in the future 
than have been in the past. 

Our statement, we think, represents the voice of an industry which for 4 years 
has suffered the kind of recession that other industries are just now beginning 
to feel. 

Respectfully yours, 
JOHN K, CAUTHEN, 
Bzecutive Vice President. 


COATES ELECTRIC MANUFACTURING CoO., 
Seattle, Wash., March 28, 1958. 
Mr. Leo IRWIN, 
Clerk, House Ways and Means Committee, 
New House Office Building, Washington, D. C. 


Dear Str: I am Sydney N. Coates, president of Coates Electric Manufacturing 
Co., Seattle, Wash. Our firm manufactures heavy duty electrical industrial 
equipment and we employ 50 persons, more or less. 

I am very much concerned about the current rash of congressional unem- 
ployment compensation bills and wish to record my opposition to any preempting 
of States rights and responsibilities in that field. 

It is quite evident that the present unemployment situation has given rise 
to this keen competition for a prominent place on the Federal unemployment 
compensation bandwagon which is sounding off for bigger and longer benefits. 
We in business and industry are greatly concerned about unemployment and 
are anxious to see the situation corrected. However, we feel that thé real 
answer to the problem is in creating more payrolls and jobs through healthier 
business conditions. This is the long-range solution and with the constructive 
assistance of the Federal Government, it can be brought to play on the current 
situation. 

No thinking person can, with good conscience, belittle the very real financial 
and psychological problems which confront the worker who is currently un- 
employed through no fault of his own, especially when he is the breadwinner 
of a growing family. He needs temporary financial assistance to provide the 
necessities of life while he is looking for employment but that assistance should 
not take the form of increased incentives for continued unemployment. 

Temporary problems sometimes require temporary corrective measures as 
well as long-range planning to prevent or retard reoccurrences. However, it is 
quite evident to any practical-minded person that the advocates of greater Fed- 
eral controls and increasingly liberal unemployment benefits are seizing upon 
the present temporary unemployment situation to sell their permanent programs 
either directly or indirectly. 

It is a well-known and established fact that so-called temporary measures to 
meet the exigencies of the time are not dropped or, if dropped, are reactivated 
in a short while. They therefore establish a foundation and pattern for even 
further controls and bureaucracy. This is especially true at the Federal level 
where the sources of funds are unfortunately all to obscure to the grassroots 
taxpayer. 

Recent increasing demands for emergency measures to cope with what has 
been described as an economic depression have given rise to a hysterical disre- 
gard of the basic principles of unemployment compensation. In spite of wide- 
spread attempts to view it as such, unemployment compensation is not—and 
never was intended to be—a relief program. It is designed to cushion the effect 
of short-term unemployment, is entirely financed by employers and, as such, 
is not set up to shoulder the burden resulting from long-existing unemployment. 
Any extension of benefits to 39 weeks or longer as has been proposed by pending 
legislation might well result in a virtual guaranteed annual income which would 
provide very little incentive to seek work. In this connection, should the eco- 
nomic situation worsen to the extent that labor leaders and others have stated, 
it would appear that a program of public assistance would be the answer to the 
problem, which cost would be shared by all citizens, not a hastily conceived 
increase in a complicated, highly technical program such as unemnloyment com- 
pensation. However, in spite of cries and utterances to the contrary, I submit 
from the record that our current unemployment situation is not nearly as bad 
as it is painted, does not begin to approach the levels of the 1930’s and, in fact, 
is not as bad as the situation we experienced in 1954. 
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I am emphatically opposed to Senate bill 8. 3244 introduced by Senator 
Kennedy (Democrat, Massachusetts) and to its companion bill in the House 
H. R. 10570 introduced by Congressman McCarthy (Democrat, Minnesota). 
These bills, if passed, would virtually eliminate the discretion of State legisla- 
tures in the fixing of benefit eligibility conditions, benefit formula and the 
amount and duration of benefit payments. ‘The only discretion left to the States 
would be to establish more liberal benefit structures than those required by the 
so-called minimum benefit standards which are proposed—minimums which 
are far in excess of the most liberal of existing State laws. 

I am likewise opposed to other pending congressional legislation which would 
subject the States to further Federal controls and increased spending require- 
ments either directly or indirectly under the guise of taking advantage of free 
Federal funds. Among the bills included in this category are H. R. 11326 by 
Congressman Wilbur Mills, H. R. 11327 by Congressman John McCormack, 
S. 3446 by Senator Case, and H. R. 11254 by Congressman Fogarty. 

The administration’s proposal for 13 weeks of additional benefit payments 
for any and all workers who have exhausted their benefit rights under State 
laws appears on the surface to have merit. However, a number of inequities, 
flaws and “Trojan horse” aspects become apparent as the proposal is subjected 
to objective analysis. Short term seasonal workers and secondary wage earn- 
ers, not truly in the labor market, would receive as Much as bona fide unem- 
ployed breadwinners with families to support. There is no assurance that the 
13-week extension would not be followed by further extensions on a federally 
financed basis. This happened in England with disastrous effects. Most States, 
in fact all the major industrial States now have a maximum duration of 26 
weeks (Pennsylvania, 30). Organized labor leaders have long been pressing 
for a uniform duration of 39 weeks and this extra 13 weeks has all the appear- 
ance of an “appetite whetter’ to bring further pressure for such a permanent 
extension. If Congress succumbs to this pressure from labor leaders, it will 
be a sorry day for the working men and women of America who need and 
want jobs—not a dole. 

Have the members of the House Ways and Means Committee given any con- 
sidered thought as to how and where the untold millions of dollars are coming 
from to administer a law which proposes to grant $60 weekly benefits for a 
period of 39 weeks. This would soon produce a class of people who would put 
in time for 13 weeks and have a holiday for approximately 9 months. 

As I see it, the Ways and Means Committee has two very important functions 
to perform: 

1. To find ways so the need for funds is reduced or entirely eliminated. 
2. To find means for providing funds for those purposes that come within 
the framework of the United States Constitution. 
The entire Congress and all individual members in the Government have all 
been duly sworn in under solemn oath to uphold the Constitution of the United 
States. Is this being done? 

Let us examine (1) and (2) and see how well the members of the Ways 
and Means Committee measure up to their sworn responsibility. 

From all press releases and news commentators, it is quite apparent that 
no effort of any kind has been put forth by any of the members of this com- 
mittee to eliminate the need for this type of legislation. 

Before hastening to pass a law of this nature, which is socialistic in substance 
and directly in conflict with section IV of the Constitution, which reads—‘The 
United States shall guarantee to every State in this Union a republican form 
of government and shall protect each of them against invasion, and on applica- 
tion of the Legislature or of the Executive (when the Legislature cannot be 
convened) against domestic violence.” The members of the House Ways and 
Means Committee should to fulfill their sworn obligation take time out and 
consider the bill and all its implications before any action, one way or the 
other, is taken. As it now stands, the action now being considered is unconsti- 
tutional because nowhere in the Constitution is it stated or implied the Federal 
Government has power to dictate to the States how much and when unemploy- 
ment compensation shall be paid to its citizens. 

Each Member of Congress has taken a solemn oath to defend the Constitution, 
and not tear it down. Consider, please, without bias or personal gain, before 
you act. 

Respectfully submitted. 

Sypney N. Coates, 
President, Coates Electric Manufacturing Co. 
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Howse or REPRESENTATIVES, 
Washington, D. C., March 28, 1958. 
Hon. Wiievur D. MILs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D.C. 


Dear Mr. CHAIRMAN: As your committee commences hearings on legislation 
to grant additional unemployment-compensation payments to those who have 
exhausted their benefits, may I impress upon your committee the urgent neces- 
sity for this action. 

The greater Springfield area, in my district, yesterday was placed in category 
D by the Department of Labor reflecting decreased employment during Feb- 
ruary and March. As you know this means that 6 to 9 percent of the labor 
force is out of work in greater Springfield, with no immediate job opportunities 
in sight. Many of these individuals have been out of work for many weeks. 
Some have exhausted their unemployment benefits, while others are drawing 
very close to the point of maximum benefit payments. 

It is my feeling that the Congress should enact legislation to have the Federal 
Government appropriate money to the States so that these unfortunate victims 
of the current recession can obtain 13 weeks of additional unemployment benefits 
and thereby ease their financial burdens. 

Sincerely yours, 
Epwarp P. BoLanp, 
Member of Congress. 


Howse OF REPRESENTATIVES, 
Washington, D. C., March 28, 1958. 
Hon. Wiipur D. MILs, 
Chairman, House Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


DeaR Mr. CHAIRMAN: Your committee is presently considering legislation 
designed to effect an emergency extension of Federal unemployment-compensa- 
tion benefits, and it is my understanding that there has been a recommendation 
for a 13-week extension in those instances where benefits have terminated after 
January 1, 1958. 

Mr. Chairman, making eligibility for benefits contingent upon a termination 
of compensation after January 1, 1958, poses as being unrealistic, serving to 
interfere with the expressed objective of such an extension. This criterion 
obviously would have the negative effect of preventing the participation of 
those needy persons whose benefits were conciuded prior to the date concerned. 

As a point in order, I would like to state that I am personally acquainted with 
many workers in my congressional district whose unemployment compensations 
have expired in 1957, and such workers—under the present proposal—would be 
precluded from garnering any extended benefits. 

Mr. Chairman, there are many other unemployed workers throughout our 
country who would be adversely affected by the recommendation concerned. 
Because of this, I very strongly urge that the benefits of such an extension be 
made available not only to those whose compensation terminated after January 
1, 1958, but also to those whose benefits expired in 1957. 

It is my considered opinion that to provide otherwise would undeniably defeat 
the primary purpose of such an extension. 

Mr. Chairman, I would appreciate your serious attention in this matter. 

Respectfully, 
CuLiFrForD G. MCINTIRE, 
Member of Congress, Third District, Maine. 


NortH CAROLINA STATE BOARD OF PUBLIC WELFARE, 
Raleigh, March 28, 1958. 
Hon. Witsur D. MILLs, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington, D. C. 


DEAR REPRESENTATIVE MILLS: We are writing you since your statement con- 
cerning the hearings on emergency unemployment compensation and unemploy- 
ment assistance indicated your interest in “any recommendations or suggestions 
which witnesses might advance relative to the most feasible emergency measures 
which might be suitable for affording assistance to individuals who are unem- 
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ployed and who cannot qualify for the additional unemployment compensation 
benefits because they have not been covered by the unemployment compensation 
programs of the various States.” 

Here in North Carolina we are gravely concerned over the increasing case 
loads in the public-assistance programs. Also large numbers of persons are seek- 
ing assistance who are not eligible for help to the needy aged, needy children, 
or needy disabled. They are people out of work who are ineligible for unem- 
ployment compensation. Some times they are temporarily ill. Often they are 
fully employable, but no work of any kind is available. 

Counties give such help as they can, but public welfare budgets for 1958-59 
were set up on tax levies determined before the current economic situation arose. 
State appropriations are dependent upon biennial sessions of the General Assembly 
and are already set through June 1959. Yet the demands upon the public wel- 
fare departments for general relief are greater than they have been at any time 
since the mid-thirties. 

The quickest, most direct, and by far the most economical method for getting 
help to the needy unemployed in local communities is by cash relief administered 
through already established public welfare channels. This money would be 
spent immediately for necessities and thus stimulate business. The same 
amount of money would provide help for a far larger number of needy un- 
employed through direct cash assistance than through any other method. We 
request therefore that a program for Federal participation in a general relief 
program be given careful consideration by your committee. 

I shall appreciate having this statement included in the record of the hearings. 

Sincerely, 


ELLEN WINSTON, Commissioner. 


INDIANA Dry CLEANING AND LAUNDRY INSTITUTE, 
Indianapolis, Ind., March 28, 1958. 
CLERK OF THE COMMITTEE ON WAYS AND MEANS, 
House Office Building, Washington, D. C.: 


We would like to submit our views on the pending unemployment legislation 
and respectfully request that they be entered as part of the public hearings now 
being conducted. 

1. We understand and are sympathetic with the fact that many people are 
unemployed and that some of these people need further aid than State unem- 
ployment compensation laws provide. 

2. We are also aware of the widespread misuse of State compensation plans 
now in effect. This necessary legislation has been a political football for many 
years. We feel that Indiana finally has a good program and we would be most 
reluctant to have it connected with any program of relief. You must realize 
that this is a program that is extremely difficult to make fair to all qualified 
and yet weed out the unqualified. We feel sure that such legislation as H. R. 
11326 and H. R. 11327 would only tend to encourage the misconception of present 
laws. 

3. We realize that the proposed legislation does not interfere, technically, with 
existing State laws, that it only supplements them. However, we believe that 
such legislation would surely be a factor and set a precedent for future legisla- 
tion at the State level. 

4. We urgently recommend that your committee, if it feels that Federal relief 
is necessary aS an emergency measure for economic relief, divorce it entirely 
and absolutely from any connection with unemployment compensation, even 
though it be by name only. 

Thank your for your consideration. 

C. Y. Smiru, Hwvecutive Secretary. 





STaTE OF ALABAMA, 
DEPARTMENT OF PENSIONS AND SECURITY, 


Montgomery, Ala., March 28, 1958. 
Hon. Wiisur D. MILLs, 


Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


My Dear Mr. Mitts: As commissioner, State department of pensions and 
security, I am representing the State department and the 67 county depart- 
ments of pensions and security in Alabama. We are active agency and indi- 
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vidual members of the American Public Welfare Association. I believe John W. 
Tramburg, immediate past president of the association, will present or has 
already presented the testimony of the American Public Welfare Association 
before your committee. 

We understand that plans are being considered to extend unemployment 
compensation benefits for a longer period than State laws now permit. We 
recognize that such provision would be helpful in this emergency because be- 
tween 858 and 1,112 Alabamians per week during the past 6 weeks (ending 
February 15 to March 22) have been exhausting benefits. That alone, however, 
will not take care of all people who are directly affected by the unfavorable 
economic situation. We, therefore, are glad you are also considering emergency 
measures which would afford assistance to individuals who are unemployed but 
have not been covered by the unemployment compensation programs of the 
various States. We believe that, for the present emergency, these needs could 
be met most quickly and feasibly in Alabama by Federal grants without inatch- 
ing requirements for the needy unemployed who do not qualify for extension 
of unemployment compensation or for 1 of the 4 federally matched categories of 
public assistance. 

Alabama has no program of general assistance. There are no State funds 
for use in meeting the needs due to the present unemployment situation, and the 
Alabama Legislature will not be in regular session this year. In areas of the 
State where the needs are greatest, there are fewer local resources to meet 
those needs. As far as we know, no city or county has been able to make any 
specific plans to establish work relief projects. Public improvement projects, 
however, are being speeded up. 

Most of the people who receive aid through this department are not employ- 
able because they are old or blind or permanently and totally disabled. It is 
the aid to dependent children caseload which reflects more quickly the changes 
in the economic conditions. Listed below is a table showing the number of 
eases receiving public assistance in February 1958 as compared with February 
1957. 

Number of cases receiving assistance 

















| Difference 
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You will note that the number of cases receiving aid to dependent children 
rose by 9.02 percent—from 20,394 to 22,233. During the same period, the num- 
ber of children receiving care in licensed boarding homes has risen substantially. 

Another reflection of the seriousness of the situation is the increase in the 
number of persons receiving surplus commodities in those counties which have a 
distribution program. Due to the fact that this department does not have 
sufficient funds to defray the cost of commodity distribution, counties participate 
in the program only if local governing bodies (county and city) can defray the 
major cost: -Only 20 of the 67 counties are now participating in the surplus 
commodity program. The number of persons receiving surplus commodities in 
the counties participating has risen consistently over the past several months. 
In fact, the increase has been between 5,000 and 6,000 cases per month. These 
counties are requesting that their commodity orders be increased. For example, 
Calhoun County indicated that additional people would be eligible due to the 
closing of 2 foundries and 1 textile mill. Etowah County indicated that one large 
steel mill was laying off people. Several other counties have recognized the 
need and are exploring the possibility of entering or reentering the surplus 
eonmimodity program. 











FEDERAL UNEMPLOYMENT COMPENSATION BENEFITS 381 


Still another indication of the seriousness of the situation is the fact that the 
Cherokee County governing body has made a small temporary appropriation to 
provide aid for the unemployed. This is $250 a month for March and April. 

Some of the county departments report that they are working under the kind 
of pressures which they have not experienced for many years. People who 
know that they do not qualify for the aid administered by the department are 
pleading for help. Some are tenant farmers, some are day laborers, while others 
are people laid off in the mills and factories. Local resources of churches, 
clubs, United funds, and the Salvation Army have been exhausted. Collections 
of support orders through the juvenile courts are declining in some areas. 
Families are applying for aid where the father has deserted because he could not 
find employment. 

Farm conditions in Alabama are far from healthy. Severe weather conditions 
have resulted in heavy crop damages. The soil bank program and the reduction 
in cotton acreage and parity prices have resulted in unemployment, particularly 
of farm day laborers and tenant farmers. It is reported that farm-allied small 
businesses have lost heavily. 

We have long joined with other representatives of the American Public Wel- 
fare Association in advocating Federal participation in general assistance. But 
the urgency of the economic situation calls for prompt measures to feed hungry 
people. To amend the Social Security Act and to prepare plans for general 
assistance and get them approved would require considerable time when the aid 
is needed now. Likewise, some States might have to enact conforming legisla- 
tion to take advantage of Federal funds under general assistance on a matching 
basis. We would like to urge that this be considered as a part of the long-range 
plan. To alleviate the present situation, however, we hope your committee will 
give serious, prompt consideration to making Federal funds available without 
State matching to meet the needs of the unemployed who do not qualify for un- 
employment compensation benefits or for 1 of the 4 federally matched categories 
of assistance. 

Sincerely yours, 
J. 8S. Snoppy, M. D., Commissioner. 


NATIONAL CONSUMERS LEAGUE FOR F'atr LABOR STANDARDS, 
Cleveiand, Ohio, April 1, 1958. 
Hon. WiLbur D. MILLs, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D.C. 


Dear Mr. Mitts: I am writing to you in regard to the unemployment-compen- 
sation proposals before your committee. The unemployment-compensation system 
has proved its value over the years in providing income to unemployed workers 
and their families and in helping to maintain a flow of purchasing power to 
sustain the economy. There is no denying of the fact that without unemploy- 
ment compensation the present recession would have become even more serious 
than it now is. 

We cannot be blind to the inadequacies in the benefit structure which have 
existed for some time but have now become tragically clear. Whereas the 
original concept was the provision of 50 percent of the wage loss, the failure of 
the States to increase maximum benefits in line with changing wage levels has 
resulted in unrealistically low benefits. Moreover, more and more workers are 
exhausting their benefit rights while still out of work. This is due not only to 
the limits on maximum duration, but also to the provisions in some laws by 
which certain claimants are limited to as little as 6 or 8 weeks. In addition, 
there are still categories of workers not covered, such as farm labor, those in 
establishments employing less than four workers. 

The emergency which is upon us demands action along two lines: some tempo- 
rary measures to assist those who have exhausted their benefit rights and a plan 
which will liberalize the system permanently. We sincerely hope that your 
committee will tackle both problems. 

On the matter of temporary action, we prefer the Mills bill to the administration 
proposal (H. R. 11679) because it gives more substantial help. The provision of 
16 additional weeks of compensation would be worth much more to the unem- 
ployed and to the economy than the meager help of one-half of the duration 
provided by State law. 
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Most States have ample unemployment-compensation reserves, and could be 
paying more adequate benefits if their laws permitted. But speed is now of the 
essence ; therefore, the Federal Government must step in. 

While this emergency action is taken, we believe that plans must be made to 
strengthen the system through setting standards in the Federal law. We com- 
mend the McCarthy bill, and trust that your committee will give serious considera- 
tion to it when you have completed work on the emergency legislation. 

Since our organization was not permitted to testify at the current hearings, 
we will appreciate your including this statement in the record. 

Sincerely yours, 
ELIZABETH S. MAGEE, 
General Secretary. 


Howse OF REPRESENTATIVES, 
Washington, D.C., April 1, 1958. 
Hon. WILsvur MILs, 
Chairman, Ways and Means Committee, 
New House Office Building, Washington, D.C. 


Dear COLLEAGUE: On behalf of my constituents in southwestern Oregon, I should 
like to thank you and the members of the Ways and Means Committee for this 
speedy examination of the need for emergency extension of unemployment- 
compensation benefits. 

The State of Oregon, whose Fourth District I represent, has some 75,000 per- 
sons unemeployed, and the latest available report which I received contains the 
prediction of the State unemployment-compensation commission that about 12,000 
persons exhausted their unemployment-compensation checks at the end of March 
1958. 

Furthermore, the number of persons running out of benefits has been increasing 
lately at the rate of about 1,000 a week. I should add that the compensation 
commission’s State office reports that fewer than half of these men and women 
have been able to find new jobs. 

I believe you'll be interested in learning that payments in Oregon for the month 
of March were expected to reach about $5,600,000. Unfortunately, this is a new 
record for March, and boosts 1958 expenditures to more than $18 million. 

Mr. Chairman, in my State the unemployment trust fund continues to drop 
below the $31,417, 281 floor, the point at which employers start paying the maxi- 
mum 2.7-percent rate into the fund. 

I believe emergency legislation to extend the unemployment-compensation 
benefits is necessary and is a positive way in which Congress can bolster national 
economy until the low point has been reached and our economy slowly moves up. 
That time may not come until autumn, and action is needed now. 

Because I believe this is a necessary course, I introduced H. R. 11464 on March 
18, 1958, a bill designed to amend the Railroad Unemployment Insurance Act. 
That same day I introduced legislation of more permanent nature, which would 
extend the present benefit period of 26 weeks to 39 weeks. For your information, 
I am enclosing a copy of a news release I prepared then. 

I want to bring to your attention, also, a telegram I received today from Gov. 
Robert Holmes, of Oregon, relative to this matter you are considering, which 
contains pertinent and favorable comments about H. R. 11326 and H. R. 1132, 
which you are examining. Governor Holmes does not believe the administration 
bill “offers any significant hopes of relieving economic distress in Oregon or 
elsewhere. * * *” 

If I can be of additional assistance, please let me know. 

Sincerely, 
CHARLES O. PorRTER, 


Member of Congress. 
[Press release, March 18, 1958] 


From the office of Representative Charles O. Porter, Washington, D. C. 


Two bills designed to offset growing unemployment and resultant depletion 
of unemployment insurance benefits were introduced this week by Representative 
Charles O. Porter (Democrat, Oregon). 

Porter offered legislation to assist unemployed railroaders whose unemploy- 
ment insurance has expired or is about to end. It would extend the present 
benefit veriod of 26 weeks to 39 weeks. 
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Current statistics show 155,503 railroaders are drawing the insurance, Porter 
said. An additional 14,000 have exhausted their benefits the Railroad Retire- 
ment Board in Washington, D. C., told Porter. The Board said the numbers 
were “unprecedented.” 

Cost of the extension would be borne by the United States Treasury. The 
legislation, as proposed, expires March 31, 1959. 

Porter also introduced a bill to provide for minimum unemployment compen- 
sation coverage in each State for 39 weeks under a Federal-State program. 
Similar legislation has been introduced in the Senate. 

Porter said the unemployment trend in Oregon appeared to be climbing rather 
than leveling off or decreasing. Figures released publicly in late February 
placed the unemployment figure in the State at 75,000. The Congressman said 
he had received word that the count this month may reach nearly 100,000. 

“The Department of Labor’s Bureau of Employment Security reports 3,266 
Oregonians had exhausted their unemployment benefits in January 1958,” Porter 
said. “The figure surpasses the same month in 1957 by 1,077.” More recent 
figures were unavailable. 

Oregon’s insured unemployment figures for the week ending March 1, 1958, stood 


‘ at 48,311, or 11.5 percent of the workers covered by unemployment insurance. 


The national percentage is 7.9. Oregon’s 11.5 is sixth highest in the Nation. 
Higher, according to the Bureau of Employment Security, were Montana, 14.9; 
Kentucky, 12.4; West Virginia, 12.6; Michigan, 13.2; and North Dakota, 12.2. 

Porter was told that the 3,282,000 insured unemployed for the week ending 
March 1 “tops all existing records.” A similar figure in March of 1957 was 
1,706,000. 

The Representative cautioned that the figure was not complete without addi- 
tions of veterans and railroaders covered by the railroad retirement fund. 

March 1 Bureau of Labor figures for unemployed covered by insurance include 
75,900 veterans and 145,000 railroaders, boosting the figure to 3,503,300. The 
figure a year ago, Porter learned, included 50,000 veterans and 66,000 railroaders, 
making that total 1,822,100. 


CoLORADO STATE CHAMBER OF COMMERCE, 
Denver, Colo., April 1, 1958. 
Hon. WiLeur D. MILLs, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN MILLS: It was with grave concern that the Colorado State 
Chamber of Commerce has been studying the many proposals submitted advocat- 
ing the use of Federal funds to supplement unemployment-compensation bene- 
fits. 

After considerable thought and discussion on the matter, we strongly desire 
to maintain Colorado’s extremely favorable experience and position in the meet- 
ing of its unemployment problems and, therefore, we are in opposition to any 
proposed Federal legislation whereby Colorado’s trust fund might be raided or 
otherwise endangered. 

While such proposed Federal legislation is intended to serve only as a tem- 
porary measure to relieve the situation that exists in some parts of the country, 
we believe it, like many other temporary measures, will undoubtedly remain 
on the books long after the so-called crisis is past. 

We also believe that this matter is one to be left in the hands of each State 
to determine the needs and to handle its own problems. To place unemployment 
compensation in the hands of the Federal Government is a further encroach- 
ment upon State responsibility and control. 

To consider Colorado and its present situation, we have found that the ex- 
haustion of State benefits is not an emergency problem in Colorado. While 
claims have almost doubled between February 1957 and February 1958, the 
number of persons exhausting their benefits is quite low—398 in February of 
1957 and 737 in February of 1958. This 737 is certainly a small percentage of a 
total work force of 603,815, and a number which this State is thoroughly capable 
of caring for without running to the Federal Government. While law permits 
26 weeks of benefits, the average actual duration of benefits being received in 
Colorado is under 12 weeks. 

Moreover, our present experience does not indicate a crisis calling for drastic 
Federal action. Most Colorado benefits are still payable from the interest on the 
invested $70 million trust fund. Federal supplementation is against the public 
policy of the State of Colorado. This policy is that unemployment insurance 
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should be extended for 26 weeks, and that welfare beyond that point must be 
accomplished on a needs-and-assistance basis. 

If the Federal Government determines that an emergency exists, a true 
relief program to cover all the unemployment should be set up, independent of 
State unemployment-insurance programs. 

Realizing that possibly a few of the 48 States are in a precarious situation 
brought about by the lack of a stable or exhausted unemployment-compensation 
program, we respectfully submit that those individual States be considered 
separately and apart from the remaining States whose unemployment situations 
are being adequately handled by the existing State programs of compensation 
and public assistance. 

The Colorado State Chamber of Commerce strongly urges your sincere con- 
sideration of the complete picture of the unemployment compensation proposals. 
We strongly urge that these matters be left in the capable hands of the in- 
dividual State administrators. We strongly urge that each State be allowed 
to study its own problems and arrive at its own solutions of how best the prob- 
lem, if one exists in its State, can be met. 

Sincerely yours, 
A. WAYNE DENNY, President. 


AMERICANS FOR DeMocRATIC ACTION. 
Washington, D. C., April 1, 1958. 
Hon. Wrzzsvr D. MILs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. CO. 


Dear CONGRESSMAN Miiis: Americans for Democratic Action is gratified that 
your committee is holding hearings on various bills to increase and extend 
benefits to unemployed workers under unemployment compensation system. 
We think this is action already long overdue. Although we would have pre- 
ferred to present testimony before your committee on this important subject, 
we are indeed glad that the hearings are being held to a very few days in 
order to expedite action on a bill. In addition to the letter from Mr. Nathan 
and Mr. Rosenberg last week urging action on unemployment compensation 
and tax reduction, I would appreciate it if you would make this letter part of 
the record of the hearings in lieu of testimony. 

ADA’s interest in an adequate unemployment-compensation system far ante- 
dates this recession. For many years we have believed that the unemploy- 
ment compensation system did not provide adequate protection and would not 
stand up under the demands of large-scale, prolonged unemployment. Many 
of use who participated in the formulation of the system in its early days 
remember that even at that time it was recognized as hardly more than a 
promising first step. In the intervening years we have seen it eroded first 
by the failure of benefit formulas to keep pace with the increases in wages 
and secondly by the competitive efforts of employers to use experience rating 
to their own tax advantage and to the grave disadvantage of the workers 
covered by the system. 

These erosions have led ADA among others for many years to advocate a 
national system of unemployment compensation analogous to the system of 
old age and survivors insurance, which would assure uniform benefits to 
workers wherever they might be. We still believe that experience has demon- 
strated that this would be the soundest approach in a country where workers 
are traditionally mobile and where many employers operate in several States. 
The possibilities of using the differences in State laws and the differences in 
employment conditions in interstate competition are vividly illustrated by the 
present variation in State tax rates, from 2.7 percent in Rhode Island to five- 
tenths of 1 percent in Colorado, Iowa, and Virginia. Even among adjacent and 
similar States these differences are spectacular and explainable not in terms 
of differences in economic conditions but in the degrees of success of the em- 
ployers in beating down the standard. For example, Michigan which has a 
‘comparatively liberal law has a tax rate of 2 percent, while neighboring Ohio 
has a rate of 0.7 percent. In your own State of Arkansas the rate is almost 
twice as high as in neighboring Texas. 

Unemployment, though it is local in origin, is national in its consequences, 
and it should be dealt with on a national basis. Unemployment in the steel 
mills in Pennsylvania originates from the recession in steel-using industries 
scattered over many States. Pennsylvania and the employers of Pennsylvania 
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are powerless to control it. The high rates of unemployment in the lumber 
industry in Oregon and Washington reflect a nationwide decline in residential 
eonstruction. These national consequences become convincingly clear during 
a period of general recession like the present, and seem to us to be compelling 
reasons for the adoption of a national, uniform system of unemployment 
compensation. 

If it is politically impossible to recognize this in a national unemployment 
compensation law, it is our conviction that the next best approach would be 
through raising and extending the standards provided in Federal law as a con- 
dition of the tax offsets permitted employers under State laws. Up to now 
these standards have been minimal and have permitted wide variations—and in 
many State severe disabilities on the covered workers. We believe that these 
standards at a minimum should cover four conditions: 

(1) Benefit amounts which restore the original standard of compensat- 
ing for one-half of wage loss and are brought up to date in relation to 
current wage and price levels; 

(2) Duration of benefits sufficient to cover periods of sever unemploy- 
ment such as the present or even worse; 

(3) The elimination of fallacious experience-rating provisions which 
stimulate interstate competition in tax rates and provide incentives to deny 
benefits to workers ; 

(4) Extension of coverage to many hundreds of thousands of workers 
whose need for protection is no less than those now covered and for whom 
coverage is entirely feasible. 

It seems to us that H. R. 10570, while it is far from ideal or even adequate 
in these respects, more nearly meets these conditions than any of the bills 
before you. It would modernize the benefit amounts, lengthen the duration, elimi- 
nate variation in tax rates at least within States, and it does extend coverage 
to approximately 2 million workers unaccountably and unreasonably excluded. 
It would still not entirely eliminate the interstate competition in lowering tax 
rates, with all of the vicious consequences that follow. 

Because it most nearly approaches the standards of a good national unem- 
ployment compensation system, we endorse H. R. 10570. 

These long-term improvements will greatly strengthen the system in the future, 
but they will do nothing to meet the immediate emergency. On the face of it, 
it is rather ridiculous to have benefits so severely limited in amount and duration 
while something over $8 billion, which could be flowing into the hands of unem- 
ployed workers, is on deposit in the unemployment trust fund. Present benefit 
schedules are far from meeting the needs of the unemployed even if we concede 
that half of weekly wages would meet those needs. Average benefits are still 
under $30 although average earnings are above $80. Hundreds of thousands of 
workers are exhausting their benefits and are now without any income whatever ; 
and it is estimated that if the recession lasts even a few months more the num- 
bers of exhaustions will increase very sharply. Clearly there is no need for 
this. 

As we wrote you last week, we believe this situation calls for immediate emer- 
gency action. Since the State systems cannot be quickly changed, because of the 
need for action by State legislatures, it is almost uniformly recognized—both by 
the administration and by Congress, and by spokesmen for both political parties— 
that an emergency program of Federal supplements is necessary. Here again 
we believe that H. R. 10570 is superior to other bills before you simply because it 
most nearly meets the standards of protection which the system was intended to 
provide. It would provide immediate increases in benefits on the average equal 
to 50 percent of weekly income, and it would extend duration to a uniform maxi- 
mum of 39 weeks. These measures would immediately release a substantial 
flow of purchasing power into the hands of those whose spending needs are most 
pressing, thus serving both a humanitarian and an economic purpose. 

We would like to indicate our opposition to the awkward and niggardly provi- 
sions of H. R. 11679. In this as in so many of the administration’s grudging 
proposals the financial arrangements have been allowed to dominate both the 
humanitarian and the economic purposes. This scheme would have the effect of 
introducing needless complications in respect of State legislatures and State 
legislation which can be avoided entirely by H. R. 10570 or H. R. 11326. It is 
no wonder that a committee of governors failed to understand it in 2 hours of 
conference with the President. 

The shortcomings of our unemployment-compensation system which have been 
so long evident to students of social security are now of far more than academic 
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importance. Whether the turning point in the recession comes in June or late 
in the year, there will be many millions of unemployed for many months ahead. 
It is inevitable that unless the Congress acts, millions will be suffering with 
inadequate benefits or no benefits at all. We therefore urge your committee to 
act at the earliest possible moment in order to speed this legislation through the 
Congress with the same energy thdt has led to the enactment of other so-called 
antirecession measures. 

Very truly yours, 

Epwarp D. HoLiaAnper, National Director. 


NORTHEAST WISCONSIN INDUSTRIAL ASSOCIATION, 
Manitowoc, Wis., April 2, 1958. 
Hovset or REPRESENTATIVES, 
COMMITTEE ON WAYS AND MEANS, 
Washington, D. C. 
(Attention : Mr. Leo Irwin, clerk of the committee. ) 


Mr. CHAIRMAN AND MEMBERS OF THE WAYS AND MEANS CoMMITTEE: The North- 
east Wisconsin Industrial Association respectfully files this statement concerning 
the various proposals now before the committee, which would extend the number 
of weeks of unemployment compensation, increase benefits, or in other ways 
tamper with existing State unemployment compensation programs. 

The Northeast Wisconsin Industrial Association is a voluntary affiliation of 
47 employers, primarily manufacturers, located in the Wisconsin counties of 
Manitowoc, Kewaunee, and Calumet. 

We are opposed to further intervention by the Federal Government into the 
field of unemployment compensation beyond that already provided in the so- 
called Reed Act. 

Events of the past 25 years clearly indicate that Federal Government “crash” 
programs of assistance to meet temporary emergencies inevitably become perma- 
nent, and result in higher Federal taxes and further encroachment upon the 
responsibilities of the States. 

Wisconsin was a leader in providing unemployment compensation, and over 


the years our experience rating system has provided high benefits at low cost, 


and an incentive to employers to stabilize employment to the greatest possible 
degree. The State of Wisconsin, through its industrial commission and director 
of unemployment compensation, has done an excellent job in administering our 
State program. We have every confidence in their ability to meet existing 
unemployment compensation problems for our people. 

We regard our system as a means of compensating individuals on a temporary 
basis for dislocation from the labor force through no fault of their own. This 
is a separate function from that of providing relief to needy persons, which is 
a matter handled by State and county welfare agencies. It is our opinion that 
various bills now before the committee will jeopardize and confuse these two 
separate programs. Unemployment compensation was never designed for depres- 
sion relief. 

We feel a better means can be devised by the Congress to deal with unemploy- 
ment when and if the problem reaches the proportions of a national emergency. 

We, therefore, urge that you oppose all measures introduced before your com- 
mittee, which will change or interfere with existing State unemployment com- 
pensation programs. 

Respectfully submitted for the Northeast Wisconsin Industrial Commission. 


A. C. Homer, Evecutive Director. 


WATERVILLE, MAINE, March 15, 1958. 
Hon. WILBUR MILLs, 
Chairman, House Ways and Means Committee, 
Washington, D. 0.: 


This is to register strong opposition to such unemployment proposals as 
Kennedy bill which we regard as an initial step to destroy States’ system under 
employment insurance laws. Consensus here in Waterville is that each State 
program should be geared to its own economy as against any national uniform 
program. Strongly question if economic situation warrants any such drastic 
measures as those in mention or various others of which we’ve read. 


MERCHANTS DIVISION, WATERVILLE AREA 
CHAMBER OF COMMERCE. 
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Satem, Oreo., March 31, 1958. 
Hon. CHARLES O. PorTER, 
House Office Building, Washington, D. C.: 


Since Oregon is suffering very heavy unemployment in the national economic 
recession I have studied with keen interest the principal proposals that are be- 
fore the Congress to improve the unemployment insurance system. One of my 
chief interests as Governor of Oregon is to do my utmost to improve that program 
so that it will adequately meet the needs of our workers and of our business 
community. Oregon’s unemployment insurance program is one of the best in 
the Nation. Pven so it still falls far short of being what it should be and. there 
can be no way of making it fully adequate until competition among the States 
for more favorable tax rates is substantially eliminated. 

Since major unemployment grows from national policies and nationwide eco- 
nomic conditions, adequate national measures are needed to deal with its 
devastating consequences. It is my opinion that the Kennedy bill which is 
coauthored by both of the Senators from Oregon offers the best hope for rebuild- 
ing the system into a sound structure. That bill would require all States to 
provide an adequate benefit structure and Oregon would no longer find it so 
difficult to adopt measures we need. We already have detailed experience 
rating standards and there should exist some realistic Federal benefit standards 
which would reasonably assure that benefits are sufficiently high te balance the 
loss of employment that results from national and not individual State economic 
conditions. Thus I strongly favor the Kennedy bill which would make it possible 
to get the improvements in the program which it seriously needs. 

The Mills-McCormack bill would be a short step in the right direction although 
it would not be the long stride that would be taken under the Kennedy bill. 
The Mills-McCormack bill gives full recognition to the fact that unemployment 
is a national problem and it would provide national funds to meet this emer- 
gency. From the long range outlook it falls short; but it could be an excellent 
measure to meet the immediate crisis on a temporary basis. Even though it 
would not result in a permanent improvement in the program it at least recog- 
nizes that Federal policies and national economic conditions are responsible 
for unemployment and that Federal financing of emergency measures to mitigate 
the effects of unemployment is just and proper. I believe that permanent and 
fundamental improvements to the system will prove to be essential in the long 
run. However, if temporary measures are all that we can expect to get at the 
present time then I believe that the Mills-McCormack bill is the best that has 
been proposed. 

I turn finally to the Bisenhower proposal. I cannot believe that the Ad- 
ministration bill offers any significant hopes of relieving economic distress in 
Oregon or elsewhere. Under that bill Oregon employers would be forced to 
finance the costs here in Oregon of a Federal program that was made necessary 
by the short-sighted economic policies of the national government. The States 
that have been hit the hardest by unemployment are these like Oregon that are 
least able to meet the repayment conditions of the Eisenhower bill. 

Partly because of heavy unemployment our trust fund is low and contains 
no adequate reserve for repayment of the Federal benefits, yet repayment is 
compulsory under that bill and it seems almost inevitable that our employers 
would have to pay extra Federal taxes to meet the repayment requirements. 
The bill allows us no option but to meet its terms. 

I sincerely hope that the Congress will take the broad view and pass a gen- 
uine strengthening measure for the program. If we must rest content with a 
temporary measure the Mills-McCormack bill certainly affords a much more 
intelligent temporary solution than does the Hisenhower proposal. 


Rorert D. Hoimes, 
Governor of Oregon. 


NEw ORLEANS, La., Mareh 31, 1958. 
Hon. WiiBur D. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 

Re: Bills having to do with extension of unemployment compensation, the 
Chamber of Commerce of the New Orleans area wishes to express opposition to 
any legislation, at the national level, that might permit placing the programs of 
the various State employment security agencies under a greater degree of Fed- 
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eral regulation or require compulsory loans from the Federal Government. We 
have confidence in the ability and wisdom of the States, as displayed over the 
years, to best administer their own individual unemployment compensation af- 
fairs, in line with the sound requirements of their own people. 


BE. M. Row ey, President. 


COMMONWEALTH OF PENNSYLVANIA 
DEPARTMENT OF LABOR AND INDUSTRY, 
BUREAU OF EMPLOYMENT SECURITY, 
Harrisburg, Pa., April 7,1958. 
Hon. WiLzur D. MILs, 
House of Representatives, 
Washington, D. C. 


Dear CONGRESSMAN: I wish to express to you our appreciation for the oppor- 
tunity given us to testify concerning our position on the proposals to extend the 
duration period under which benefits may be paid to the otherwise qualified 
unemployed who have exhausted their benefit rights. 

Following completion of the testimony you made inquiry concerning our state- 
ment that the Mills bill would require recomputation of all benefits and payment 
of smaller benefit amounts to many Pennsylvanians. I should like to extend our 
namset- given in this matter and to request that this response be included in the 
record. 

You will remember that in our testimony it was recommended that financial 
eligibility entitlement provisions of present State laws be used as the basis for 
extending benefit rights in an emergency program. Otherwise, it was pointed 
out that the Mills bill provisions would prevent extended benefits for some 
claimants and reduce benefits for many other claimants who had exhausted their 
rights under State laws. j 

Pennsylvania’s Unemployment Compensation Law provides a basic formula 
to compute a covered worker’s weekly benefit, specifically one twenty-fifth of 
his “highest quarterly wage.” Accordingly, a worker with a high quarter wage 
of $500 would be entitled to $500 divided by 25 or a $20 weekly benefit amount. 

H. R. 11326 provides that, because Pennsylvania uses the “highest quarterly 
wage” period, a worker’s “average weekly wage” shall be formulated as follows: 
“In case the period used is the calendar quarter in which such individual was 
paid his high quarter wages [it will be] divided by 18” [sec. 6 (3) (A)]. Thus, 
the “average weekly wage” for the above-mentioned “$500 high quarter wage” 
claimant would be computed as $500 divided by 13 or $38. Since the benefit 
amount shall be “equal to one-half of such individual’s average weekly wage” 
[sec. 2 (2) (A)] then the weekly benefit amount for the claimant drawing $20 
per week in Pennsylvania would be $38 divided by 2 or $19. 

Thus, slight reductions in weekly benefit entitlements would apply generally 
throughout the range of benefits payable under Pennsylvania law ($10 to $35), 
namely $1 or $2 lesser weekly entitlements to many thousands of Pennsylvania 
claimants. 

In about 10 percent of Pennsylvania’s benefit determinations for claimants 
it is found that these “highest quarter” experiences include either some unem- 
ployment or less than full-time weekly employment. Where such experiences 
exist an alternate computation for a higher benefit amount than computed under 
the initial formula is made as provided by law. This is done by taking 50 per- 
cent of the worker’s “full-time weekly wage.” For example, using the above 
ease of a “$500 high quarter wage,” the worker was entitled to $20 per week 
under the high quarter formula. If it is found that the worker’s experience 
contained 10 weeks of work and 3 weeks of idleness in the 13 week high quarter, 
the worker’s full-time wage for a normal week would be $50. Using the alternate 
computation, then, Pennsylvania declares a revision of benefit from $20 to $25 
per week, using the latter figure. Thus, by this method the worker would qualify 
for $6 per week more than under H. R. 11326. 

In summary we compare effects under the two Pennsylvania formulas and the 
H. R. 11326 formula : 
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Pennsylvania formulas 





a | @ | Maus 
sigldloe ed Pikenninsnpnineenny-eomtameenitiatilladtie tn 
High quarter wage... $500 $500 $500 
Benefit, per week _-_...- 20 25 19 
16 weeks’ extension. - - 320 400 304 











Pennsylvania is not alone in the array of States whose basic formulas would 
produce a higher benefit (within the present ranges of statutory benefits) than 
would the Mills bill. A quick review of States using the “high quarter” formula 
would indicate that there are at least 31 other States where the Mills bill would 
require recomputations for varying proportions of their claimants and, as a 
result, would produce some lower extended benefit entitlements. Some of these 
States would find recomputations producing reduced benefits in line with the $1. 
to $5 reductions demonstrated for Pennsylvania by the example drawn. 

There would be some incidence of ineligibility for extended benefits, too, among 
Pennsylvanians under the Mills bill formula, although previously eligible under 
the State formula. The volume would not be great, but there would be some. 
For example, workers with high quarter wages ranging from $120 to $129 are 
declared eligible for a $10 benefit in Pennsylvania. Under the Mills bill, we 
believe they would not be eligible for extended benefits because a computation for 
extension would dictate a less than $10 amount ($120 divided by 13 equals $9, for 
example). This involves an assumption that the Mills bill would not provide ex- 
tended benefits when computed to be less than the statutory minimum of the 
State. 

An additional incidence of ineligibility for benefits under the Mills bill could 
occur for computations for benefits at amounts above the statutory maximums 
of the State. For example, if a $110 per week worker was declared a $55 per week 
beneficiary under the Mills bill, then Pennsylvania law requires additionally that 
the worker have base year covered wages equal to not less than 30 times the 
weekly benefit amount. Thus, 30 times $55 equals $1,650. Some Pennsylvania 
claimants eligible for $35 per week under existing Pennsylvania law have had 
base year earnings between $1,468 and $1,649. Though they have exhausted 
benefits of $35 a week for 30 weeks under Pennsylvania law, they would be in- 
eligible for extended benefits at $55 a week. 

If we can be of further service to you, please feel free to call upon us. 

Sincerely yours, 
JouN F. Apams, Evecutive Director. 


(Whereupon, at 4:05 p. m., Tuesday, April 1, 1958, the committee 
recessed subject to the call of the Chair.) 


x 





